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$395,834,706 


General Mills took in last year? 










For raw materials 
and services ___ 


$323,656,161 
(81.8% OF SALES 
INCOME) 


Our 12,000 


employees ---- 


$45,568,148 


(11.5%) 


For taxes. = 


(2.7%) e : wisi ey 
er / Th 
Our 13,500 o For future ‘ 
stockholders development I $ 2.79 ional 
$6,443,249 $6,807,969 ees 
(1.6%) (1.7%) 


During General Mills’ 22nd year, earnings totalled $13,251,218, compared with 
$11,654,036 for the previous year. Dividends amounted to $6,443,249, versus 
$5,934,019 the year before. Total sales were $395,834,706. If you would like the 
full story of our last fiscal year, write for a copy of our illustrated annual report. 


Address General Mills, Minneapolis 1, Minnesota. 
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Ohe Bank of North Dakota 


Bismarck, North Dakota 


STATEMENT OF CONDITION 


DECEMBER 30, 1950 


TOTAL RESOURCES 


LIABILITIES 


Deposits of State Funds and Treasurers of 
Political Sub-divisions: 


TOTAL LIABILITIES 


RESOURCES 

Cash and Due from Banks $ 15,597,887.03 
U. S. Government Securities 75,540,793.89 
North Dakota State Bonds 1,341,000.00 
North Dakota Highway Certificates 400,000.00 
SEA Pee i a ke i 8,635,656.89 
Bills Receivable: 

Loans to State Institutions $ 975,500.00 

Other Loans and Certificates a 466,261.47 

F.H.A. Loans 920,000.13 

Farmers Home Administration Loans 688,851.53 

Res NIN sy ee ey haere Pues 532,863.21 3,583,476.34 
Bank Building and Site 1.00 
PARRA PRON I ee a 1.00 
Real Estate Owned and Sold on Contract.............. 12.00 14.00 


Demand . $34,461,921.25 

RN en en SE de we oe ae eee aD, ore we 47,212,045.35 

U. S. Treasury Tax and Loan Account 1,705,168.87 
Other Deposits: 

ECE LS SO rey AMES AO rit SORA CR SE EMME ieee wee 9,926,001.64 

NIN ny NER BE eave, i 3 MOR rane Renate! OL 2,959,504.92 

Total Deposits $ 96,264,642.03 
Cashiers, Certified Checks and Other Liabilities 625,037.90 
Oviginal Capital IAVOGUMONE iG ee es 2,000,000.00 
Undivided Profits 3,431,526.75 
Reserve for Contingencies and Bond Depreciation 2,277,621.47 
Reserve for North Dakota Veterans 

Compensation Bond Sinking Fund 500,000.00 





$105,098,828.15 





$105,098,828.15 





(All securities are carried at par value or cost whichever is lower.) 


This Bank is owned, operated and controlled by the state of North Dakota under the 
supervision of the Industrial Commission. 


Iudustriial Commission 


MATH DAHL 


Commissioner of Agriculture and Labor 


ISABELLE NICHOLSON 


Secretary 


FRED G. AANDAHL, Chairman 


Governor 


WALLACE E. WARNER 
Attorney General 


H. C. BOWERS 


Manager 
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Sirs: 

This will acknowledge and thank 
you for your letter of December 29 
and the enclosed copy of the January 
issue of The Independent Banker. 

I am very glad to have this copy of 
your magazine and appreciate your 
courtesy in sending it to me. 

With best wishes, I am, 

Sincerely yours, 
Alben W. Barkley 
Vice President of the United States 
Washington, D. C. 
kkk 


Sirs: 

Mr. Lie appreciates the tribute paid 
to the United Nations in your In- 
augural Edition. He sends his best 
wishes for the success of your new 
publication. Clyde Nichols 
Executive Office of the 

Secretary-General 
United Nations 
Lake Success, N. Y. 

xk k 
Sirs: 

I read your lead editorial with in- 
terest. You will agree that we are 
thinking very much alike. 

Louis Ruppel 
Editor, Collier’s Magazine 
New York, N. Y. 
xk 
Sirs: 

As I’m sure you know, we are in 
agreement with your editorial, “On 
Freedom” (The Independent Banker, 
December 1950). It says in essence 
the same things we ourselves have 
been saying in one form or another 
over and over. It was cheering to 
read. William B. Harris 
Assistant Managing Editor, 

Fortune Magazine 
New York, N. Y. 


eRW* 
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Sirs: 

You certainly are to be congratu- 
lated on the first issues of your new 
publication. I have rarely seen an 
inaugural edition of a trade paper 
which was so well edited, or which 
carried such a representative volume 
of advertising. There should be a real 
field for your magazine. Best wishes 
for success. Elwood J. Robinson 
Elwood J. Robinson & Co. 

Los Angeles, Calif. 


xk 


Sirs: 

I wish The Independent Banker 
would always advise banks every- 
where to: 

1. Build adequate capital through 
retention of earnings or sale of new 
stock. 

2. Always have a good ratio be- 
tween risk assets and capital funds. 

3. Take pride in the local bank — 
such a pride that when chains or 
branches come, there will be no temp- 
tation to sell out. The chains claim 
‘that they are approached by the unit 
bankers to buy them out. This could 
and should be checked. 

4. Run well-managed banks. They 
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are the best evidences of the value 
of the unit banking system. 

5. Watch credit. The over-exten- 
tion of credit always has been the 
biggest evil in the economic affairs 
of this country. Good banks are the 
result of good management, not the 
accident of time or place. 

6. Always run our banks in such a 
manner that we will never have to 
call upon Uncle Sam or any other 
uncle for help. 

7. Above all, watch real estate 
loans and demand regular reductions. 

The success of The Independent 
Banker will depend upon the assis- 
tance it renders to the unit banks of 
the nation. Not so much news as 
good sound, helpful advice. Some- 
times it will hurt, but good medicine 
generally is bitter. 

Amos Heisey 
Cashier, Denver National Bank 
Denver, Pa. 
xk 
Sirs: 

It behooves the independent banker 
to recognize the trend most certainly 
being made by the groups and branch- 
bankers, taking over more and more 
of the unit banks. 

The FDIC found that “the trend 
toward branch- banking continued 
during 1949”. Branches opened for 
business accounted for all of the net 
growth in the number of banking 
offices during 1949. “The number of 
all operating banks. declined by 17, 
while the number of branches in- 
creased by 251. The total number of 
banking offices increased during the 
year by about 1%, as in each of the 
two previous years.” 

Just why we independent bankers 
sit by and let such conditions continue 
and continue, I cannot understand. 
Am afraid there are too many com- 


Cover Picture 


America this month doffs its hat 
in deepest gratitude and respect to 
its two all-time aall-timers . . . 
George Washington, Abraham 
Lincoln. 

Nothing need be said here about 
the backgrounds, personalities, 
careers or deeds of these two great 
men. They were of the breed that 
made our country great. They are 
looking to us today to use wisely 
the heritage that is ours. All hail 
to them on the anniversaries of 
their births . . . Lincoln,. February 
12 . . . Washington, February 22. 








placent bankers who are not recog- 
nizing this trend and apparently don’t 
want to recognize it, and won’t even 
put up a fight until it hits their own 
town, or perhaps, their own bank. 
Then, it is too late. Of course, if the 
average independent banker would 
prefer to work for a group bank or a 
branch-bank, then the groups and 
branch- bankers have many more 
friends than they should have if we 
are to maintain our system of dual 
banking. 

The holding - company legislation 
has boiled dry. It is long overdue, and 
bankers should insist upon this legis- 
lation being adopted. We will never 
get it if we idly sit by and do nothing 
about it, and take the attitude of 
letting “George” do it. We should 
start a campaign from the local level, 
insisting upon something being done 
about it right now. If we get into 
another defense program or all-out 
mobilization for war, this necessary 
legislation again will be put off. The 
longer it is put off, the more com- 
plications will arise and more dif- 
ferences develop within the banking 
supervisory agencies, both federal 
and state. E. E. Manuel 
President, George State Bank 
George, Iowa 

xk 


Sirs: 

Please accept my congratulations 
on the quality of material and the 
good appearance of ‘your first issues 
of The Independent Banker. The very 
best of luck to you. I am sure that 
you are a rea] service to banking 
through this publication. 

William L. Gregory 
President, Easton-Taylor Trust Co. 
St. Louis, Mo. 

xk 


Sirs: 

Enclosed is our check for sub- 
scription. Wish you all the success in 
the world. With kindest personal re- 
gards. H. N. Thomson 
Vice President, 

Farmers & Merchants Bank 
Presho, S. D. 
xk * 


Sirs: 

I wish you every success in this 
worthy undertaking to publish a 
magazine representing the indepen- 
dent bankers of this country, who 
have long needed such a medium to 
advocate and present their cause to 
the public. Oakley Andrews 
Vice President & Cashier, 

Umatilla State Bank 
Umatilla, Fla. 

xk 
Sirs: 

May I extend congratulations to 
The Independent Banker, which re- 
cently celebrated the appearance of 
its first issue. 

James F. Hallinan 
Vice President, 
Commercial Factors Corp. 
New York, N. Y. * 
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W. W. BLASIER 


Past president, lowa Bankers Association 





THIS SALE IS ONLY ONE OF SEVERAL 
IMPORTANT BANK SALES COMPLETED 
THIS YEAR BY BANKERS SERVICE CO. 








OFFICERS 


E. G. UNTIEDT 
Vice Pres. 


25 years country 
bank experience, 10 
years as managing 
officer. Now man- 
ages our Western 
office. Director in two 
banks and owns 
building housing a 
bank with assets of 
$9,000,000. 








HENRY H. BYERS 
President 


Over 25 years ex- 
perience in ‘Selling 
Banks”. Was Vice- 
President and _ half 
owner of The Chas. 
E. Walters Company 
which ceased busi- 
ness Dec. 30, 1947. 
Organized Bankers 
Service Company in 
January 1948. 





E. M. WHISLER 
Secretary 


Was Asst. Cashier 
of $5,000,000 lowa 
bank before coming 
to us. Now manages 
our Position Dept. 
If you are experi- 


enced and _ looking 
for bank employ- 
ment, write “Max’’. 


No service charge to 
applicants. 





) 


“Complete Satisfaction’ 


SAYS W. W. BLASIER, IOWA BANKER AND PRESIDENT 
OF THE IOWA BANKERS ASSOCIATION, 1947-1948 





CAPITAL 676,000.00 SURPLUS 636,000.c0 
Farmers State Bank sos socials leanines 
Jesup, ,lowa, e. = STEWART, Goowien 


Sept. 13th, 1950 


Mr. H. H. Byers, President 
Bankers Service Company 
Des Moines, Iowa 


Dear Mr. Byers:=-- 


Enclosed herewith find check covering 
the commission agreed upon for selling 376 shares of 
Capital Stock in our bank, The sale has been worked out 
with complete satisfaction to us, and we wish to thank 


you for your co-operation. 
With kind personal regards, I remain, 


Very truly yours, 


DY 


Naturally, we felt honored to have a banker of Mr. Blasier’s distinc- 
tion select “Bankers Service” when he decided “it was time to retire and 
take it easy”. We are grateful to him for his unsolicited commendation 
of our service and for permission to reproduce his letter. 











The same friendly, efficient, confidential and personal service is 
available to you. We have a strong demand now for both majority stocks 
and minority stocks in profitable banks of all sizes where the investment 
will provide the purchaser with an active executive position. If you are 
planning to “sell and retire”, it will pay you to confer with us before mak- 
ing any commitments to others. 


Without obligation, write us today about your plans to buy or sell. 
All correspondence and negotiations are strictly confidential. 





OVER 25 YEARS’ EXPERIENCE IN SELLING BANKS. 


Bankers Service Co. 


201 Golden Arrow Building 
Telephone MAIN 9453 
Colorado Springs, Colo. 


Register & Tribune Building 
Telephone 2-7800 
Des Moines, lowa 
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Written Exclusively for The Independent Ganker 


By C. R. BELL 


President, Commercial National Bank 


Anniston, Alabama 


President of the Independent Bankers Association 


As we stand on the threshold of 
another year, there are so many 
things we might discuss, and all of 
them of such tremendous importance, 
that it is a difficult decision as to 
which should receive our most serious 
consideration. 

When we think of such subjects as 
our public debt, farm subsidies, in- 
stallment buying, social security, 
socialized medicine, employment in- 
surance and relationship between 
labor and capital, together with all 
the regulations with which bankers 
are beset today, we can only arrive 
at the conclusion that it is going to 
take the very best and wisest man- 
agement we can possible give, to 
operate our institutions upon a sound 
and successful basis. 

On every hand we hear praise or 
criticism of our national leadership. 
I wonder how much of it is made on 
a sincere basis, or whether it is mo- 
tivated from a_ political basis. It 
seems to me that it is time for us to 
unite our forces, forget our politi- 
cal affiliations and present a united 
front. 

One of our most serious mistakes 
in the first World War was that we 
did not assume our responsibilities 
as a world power, but instead attend- 
ed the Versailles Conference only as 
a spectator. So many of our mistakes 
which should have been obvious at 
that time, since have been confirmed 
by the course of events! Let us pray 
that we shall not repeat some of 
them. 

Today we are living in one of the 
greatest, yet one of the most con- 
fused eras of our civilization, with 
the Jargest indebtedness this country 
ever has had —-— and our debt will 
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increase by leaps and bounds on 
account of the preparation we are 
compelled to make with the prospect 
of being at war in a very short time. 
I approve most heartily of this in- 
crease. The people are perfectly will- 
ing to be taxed for these expendi- 
tures, but they are very critical about 
the extravagance which may be seen 
on all sides. 


How can we stop the waste and 
extravagance which is going on all 
around us? We talk about it, but 
what are we doing about it? 

When a program is developed by 
which a man cannot keep at least 
half of what he makes on his capital 
— for which he has worked — you 
begin to undermine the virility, pro- 
ductivity and strength of an economy. 
And when a man can do half as well 





Cc. R. BELL 


loafing as he could by working, you 
are producing a man whose ambition 
and desire to get ahead will be stu- 
pefied. The philosophy that is ram- 
pant over our nation today — getting 
something for nothing — is a false 
doctrine. Everyone must earn his own 
way if individual initiative and free 
enterprise are to be preserved. 

Complete social security is a snare 
and a delusion. Many have come to 
believe that we can get security with- 
out having to work for it. They have 
been told that all that is necessary is 
to vote for it. A program of social 
reforms has been advocated which, 
if carried out, will convert free men 
into vassals and wards of the State. 
Many of these reforms have been 
cunningly disguised to win the sup- 
port of misguided people. 

The American people should stop 
and consider the swift trend toward a 
socialized state which is spreading 
over our country. The United States 
is the one remaining citadel against 
the advancing tide of socialism which 
today is lashing at our creeds and 
traditions, menacing our freedom, in- 
dependence and human dignity. 

As financial leaders in our com- 
munities, we can help to direct clear 
thinking, create informed public 
opinion, stimulate resolute actions on 
the issues and problems of the day. 
Many of us fear that in the multi- 
plication of public services, our gov- 
ernment and the American taxpayer 
will be saddled with obligations that 
may ultimately destroy our system of 
free enterprise and paralyze indi- 
vidual initiative. As a nation we face 
this serious dilemma of growing de- . 
mand for increase of government 
services on the one hand, and the 
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danger of destructive taxdtion on the 
other. The power to tax still involves 
the power to destroy. 

Our main job as bankers at the 
present time is to continue within the 
limitations of existing regulations, 
and furnish the sound credit for 
necessary and essential production 
for the preparedness program and 


for the maintenance of sound domestic 
economy. Each bank should use pru- 
dence and care, and review care- 
fully credit applications to be sure 
they contribute to domestic economy. 

By so doing, we shall discharge our 
responsibilities as bankers, and make 
a real contribution to the program of 
prepareditess of our country. END 


Industry Congress Spurs 
Mobilizing for Defense 


New York — Against the somber 
background of world events, the 55th 
annual Congress of American Indus- 
try — fittingly named the Mobili- 
zation Congress — met here recently. 

Leaders of industrial America — 
3,500 of them — devoted three days 
to discussions of defense problems, 
threats to national security, taxation, 
inflation dangers, production, indus- 
trial research and government con- 
trols. 

The meeting ended on a solemn 
note when Defense Secretary George 
C. Marshall warned that “the very 





JAMES L. McELNEY 


joined Wells Fargo Bank & Union 
Trust Company, San Francisco, in 
1935, following graduation from 
Stanford University. At first assigned 
to the note and credit departments, 
he was transferred to the department 
of banks after returning from war- 
time service in the Navy. In 1948 he 
was elected assistant cashier. Mr. 
McElney is an executive councilman 
in the I. B. A. of Central California. 
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best that can be hoped for in the 
immediate years ahead is prolonged 
tension,” which could possibly de- 
teriorate into “something dreadful to 
contemplate — another world war.” 

In keeping with General Marshall’s 
warning that this “is no time for 
violent emotions,” the congress re- 
fused to be stampeded by suggestions 
that German industry is needed to 
help re-arm the Allies because of the 
Russian menace. 

In a statement on the European 
Recovery Program, the nation was 
warned that German industry in the 
Ruhr should concentrate on the pro- 
duction of necessary civilian goods 
for the Allies. 

“It is not in the interest of our 
long-range security that the Ruhr 
should once again become one of the 
world’s major producers of military 
equipment,” said the statement. 
“There is, of course, always the 
dreadful posibility of a successful 
Soviet invasion of western Europe. 
in which case the Ruhr would fall 
under Soviet control. But even leav- 
ing this possibility aside, we must be 
wary of developing in Germany a 
powerful arms production center 
which might someday be used for the 
sake of dominating western Europe or 
for basis of a German-Russian deal. 

“It is better for our own security 
and for that of our western European 
allies in two world wars that indus- 
try in the Ruhr should concentrate 
on the production of necessary civil- 
ian goods for the Allies, rather than 
munitions. Western Germany can 
and must be integrated with the rest 
of western Europe, but under cir- 
cumstances where she would not be- 
come the single dominating element 
in that part of the world.”. 


Other observations were: 
1. The Economic Cooperation Ad- 


ministration has achieved a degree of . 


success in improving Europe’s pro- 
duction and standard of living. 

2. Our primary objective in fur- 
ther extension of aid to western 
Europe must be to insure its effective 
arming against communist aggres- 
sion, to form with the United States 
a bulwark for peace. 

3. Productive effort in western 
Europe must be substantially step- 
ped-up. The ECA should exert every 
effort to induce these countries to pro- 
mote trading and establish conver- 
tibility. 

4. Meanwhile, western Europe 
should receive a substantial supply 
of military equipment from the 
United States. 

5. A recommendation that ECA 
and other United States government 
agencies redouble efforts to win 
greater cooperation from friendly 
nations in restricting shipments to 
Soviet areas. END 
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“One advantage of doing business 
in a small town: everyone knows 
whose check is good.” — Beecher 
City (Illinois) Journal. 

xk & 

“There were as many careless 
drivers in the old days, but not as 
many accidents. Horses had some 
sense.” — St. Albans (West Virginia) 


Advertiser. 
kkk 


“The picnic of the local church 
will be hell in the country.” — Ken- 
tucky paper. 

xk 

“Eighteen men are assigned to day 
duty, leaving only five on the night 
shirt.” — Washington, D. C. paper. 





SITUATION WANTED 


Experienced bank cashier, 
knowledge of insurance and 
real estate. Middle - aged, 
college -trained, excellent 
health, Address Box 101, 
The Independent Banker. 
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WasHincton — The worldwide 
conflict in which we are now engaged 
has two important phases. In part, 
it results from an attempt by one 
nation to extend its domination over 
the rest of the globe. Previous con- 
quests of this sort eventually have 
failed, although some of them have 
been successful over wide .areas and 
for substantial periods of time. 


The other aspect of this great 
struggle is a conflict between two 
contrasting types of economic organ- 
ization: the free enterprise system of 
the United States and western Europe 
on the one hand, and the centralized 
totalitarian system of communism on 
the other. 

If this worldwide conflict were 
solely a question as to what nation is 
to be the dominant power of the 
globe, the result would depend upon 
military planning and strategy and 
the ability to provide the implements 
of war. But in view of the fact that 
the struggle involves far more than 
military dominance, the final out- 
come will depend upon whether our 
system of private business enterprise 
or the communist system of centrali- 
zed governmental authority proves 
to be the more acceptable method of 
organizing economic activity. 

That is to say, our economic system 
must be made to work under any and 
all conditions. Whether we have a 
hot war or a cold one, a combination 
of both, as we are having now, or no 
war at all, our system must continue 
to demonstrate its superiority. 

Leaders of the communist block of 
nations are convinced that the private 
enterprise system is inherently weak 


because of its instability. They be-- - 


lieve that the economy of the United 
States will be so weakened by re- 
current periods of feverish business 
activity, followed by depression and 
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stagnation, that it will inevitably 
collapse. 

The belief that capitalism is in- 
herently unstable and subject to al- 
ternate periods of depression and 
prosperity is held not only by com- 
munists, but also by most Americans 
who abhor communism. There ere 
two important reasons for this be- 
lief. One_is the historical fact that 
during the past two centuries, our 
economy has been subject to frequent 
breakdowns. All Americans recall 
the early 1930s, when millions of 
people were without work in the 
midst of vast productive powers and 
unused resources. We had what ap- 
peared to be an anomalous situation 
of people going hungry because too 
much food was produced, and going 
cold because too much coal was 





JOHN B. SLOAN 


serves the County Bank of Green- 
wood, South Carolina, as president. 
Mr. Sloan is I. B. A. executive coun- 
cilman for his state. 





mined, too many clothes manufac- 
tured, too many houses built. 


Because some economists called it 
an “over-production-under-consump- 
tion depression”, we tried to cure it 
by paying farmers to plow under 
every third row of cotton and by 
butchering the sows that were about 
to farrow a litter of pigs. 

It seems that we actually enjoy re- 
calling the great depressions of the 
past. We discuss them with nostalgia, 
like a gossip describing her operation 
in all its lurid details. We have a 
business cycle chart under the glass 
top of our desk, or framed and hang- 
ing in a prominent place in our office. 
It shows primary post-war depres- 
sion, secondary post-war depression, 
debt-repudiation depression, the rich 
man’s panic, and the long depression 
of the ’70s. Moreover, almost all of 
us are guilty of the fatalistic belief 
that depressions are inevitable, Pro- 
fessional economists, businessmen, 
bankers and government officials are 
in general accord on this point, even 
though they may disagree on every- 
thing else. 

If we have so little faith in our 
own ability to avoid depression and 
inflation, is it any wonder that the 
disciples of communism also believe 
our system will wreck itself — par- 
ticularly if they give it a push or 
two to help it on its way? 

The other reason for the belief 
that capitalism is inherently unstable 
has its roots in the difference between 
the mechanism of decision - making 
and coordination in a centralized to- 
talitarian system, and in a competi- 
tive private enterprise system. In a 
totalitarian state, basic plans and 
decisions are made by a few people, 
and the means by which these plans 


and decisions are coordinated are 
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obvious in the character of the gov- 
ernmental machinery. 


In a competitive private enterprise 
economy, decisions regarding pro- 
duction plans and the operation of 
factories and other types of produ- 
cing enterprises are made by a mul- 
titude of persons, either on their own 
account as individual businessmen, 
or as officers of business enterprises. 
Isn’t it inevitable, some people ask, 
that these plans and decisions will 
be poorly coordinated and that they 
result from time to time in the kind 
of a mess we call a business depres- 
sion? 

To see how this coordination does 
take place, we need to look at bus- 
iness arrangements for the purchase 
of materials, the hiring of labor, and 
the sale of goods and services. Those 
arrangements, or contracts, are made 
in terms of prices and promises to 
make payments in money. The prices 
represent the number of units of 
money, in the form of currency or of 
checks on a bank account, which will 
be paid for a given amount of ma- 
terials or labor, or a given quantity 
of goods or services. The system of 
prices which these contracts produce 
becomes a kind of impersonal cen- 
tral regulator of the economy. If 
businessmen make inappropriate de- 
cisions and base their contracts upon 
them, they find that their goods re- 
main unsold or can be sold only at 
a loss: They discover that other types 
of goods which are comparatively 
scarce, command relatively high 
prices. Consequently, the prospect of 
making profits as a result of produ- 
cing such goods, acts as a force 
inducing businessmen to shift labor 
and materials to their production 
and away from those types of goods 
which are relatively abundant and 
have been found to be unprofitable. 


The prices which eventually gov- 
ern these decisions of businessmen 
are those which individuals are will- 
ing to pay for the final products of 
the economy. As economists often 
have remarked, consumers cast their 
votes for some goods and services, 
and against others, as they go shop- 
ping every day in the market places. 
Thus, the choices and decisions not 
merely of business enterprises, but 
of. all the people, expressed as pre- 


ferences in the market, produce a 
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price system which becomes the gov- 
ernor or regulator of production. 

Professor W. Allan Wallis of the 
University of Chicago, in a talk be- 
fore the Citizens Board of that school, 
made this statement: “The price 
system has two outstanding features. 
First, it is by all odds the most 
efficient system of social organization 
ever conceived. It makes it possible 
for huge multitudes to cooperate 
effectively; multitudes who may 
hardly know of each other’s exis- 
tence, or whose personal attitudes 
toward one another may be indif- 
ference or hostility. Secondly, it af- 
fords a maximum of individual free- 
dom and a minimum of coercion. 
And since people can cooperate ef- 
fectively in production even when 
their attitudes on other issues are 
hostile, there is no need for unity and 
conformity in religion, politics, rec- 
reation and language — or even in 
patriotism and goodwill — except in 
the very broadest senses.” 

Instead of calling this economic 
order “capitalism” or “individual- 
ism” or “the American way of life”, 
it is much more appropriate to call 
it the “prices and profits” system. 

As we think about'the importance 
of prices in this economic. system, 





the question arises as to why they 
sometimes get out of order. We know 
from experience that in depression, 
as in time of inflation, prices do not 
seem to function well as a regulator 
of our economic activity. Why not? 
Could it be that there is something 
wrong with our monetary system, 
rather than with the price system it- 
self? That is to say, is the well- 
known erraticism in the quantity of 
money the cause, rather than the re- 
sult, of business instability? Certain- 
ly it is worthwhile to examine this 
hypothesis. 

We may start with the fundamen- 
tal economic principle — the law of 
supply and demand — and ask the 
question: is this principle applicable 
only to the various types of goods 
and services which are bought and 
sold in the economy, or is it appli- 
cable also to the circulating medium 
or money which is used in making 
payments and fulfilling contracts? 


The answer to the latter question 
is yes. When money is in great sup- 
ply relative to the need for it, as 
measured in an appropriate manner, 
it tends to fall in value and each 
unit becomes worth less and less in 
buying goods and services. If money 
becomes scarce relative to the need, 
it tends to rise in value and fewer 
units will be required to buy a suit 
of clothes, an automobile or tele- 
vision set. That is to say, a decline in 
the value of money due to an ex- 
cessive increase in its quantity, is 
the same as a general rise in prices. 
This is what we call inflation. Sim- 
ilarly, a rise in the value of money 
due to a decrease in its quantity is 
simply another way of describing a 
general fall or deflation of prices. 


Neither inflation nor deflation oc- 
curs instantaneously. In each case, 
some prices go up or down, and this 
produces pressure on other prices. 
Moreover, many prices are fixed by 
contract or custom, or for other rea- 
sons are rigid and do not move 
readily. This creates distortions in 
the price structure. Generally speak- 
ing, in inflation these distortions are 
such as to make business unusually 
profitable, and hence to stimulate 
businessmen to feverish activity. 
Likewise, the distortions of the price 
structure during deflation tend to 
make business unprofitable, where- 
upon businessmen find it necessary 
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or at least expedient to reduce their 


working forces, thus producing un- 
employment. 

If the money supply, which nowa- 
days consists primarily of bank de- 
posits, but also includes the currency 
which we carry around in our 
pockets, does not remain stable in 
quantity with a reasonable increase 
in line with the growth of the econ- 
omy, occasional periods of inflation 
and boom on the one hand, and of 
deflation and depression on the other, 
appear to be inevitable. 

Some economists who have studied 
the operations of our banking and 
monetary system, have concluded that 
the banking system has been respon- 
sible in ‘the past for many erratic 
changes in the money supply, and 
that those changes in the quantity of 
money have been the basic cause of 
business instability. Consequently, 
they have concluded that maintenance 
of monetary stability with a reason- 
able rate of growth, is the key to 
ecohomic stability. 

“Monetary stabilization is needed 
as one of the rules of a competitive 


society,” says Professor Lloyd W. 
Mints of the University of Chicago. 
“Tt is needed to prevent undue 
fluctuations in the expectations of 
the business community. For this 
purpose, stability in the general level 
of prices is the essential require- 
ment.” 

Ralph G. Hawtrey is probably the 
foremost English economist who has 
studied the relation of banking and 
monetary policy to business insta- 
bility. He has written several books 
dealing with this problem, and re- 
cently has rewritten a book on cur- 
rency and credit which was. first 
published more than 30 years ago. 
He closes the new edition of this 
book with these remarks: “Monetary 
stability is an essential condition of 
the survival of competitive private 
enterprise. Nowadays that economic 
system is challenged. The challenge 
ought to be met on its merits. It 
would be regretable, not to say con- 
temptible, if the case for capitalism 
went by default because the mone- 
tary authorities of the world do not 
know how to rise to their responsi- 


bilities or to take advantage of their 
opportunities.” 

If an unstable quantity of money is 
the leading factor in producing bus- 
iness fluctuations, what forces initi- 
ate changes in the quantity of 
money? Since bank deposits form the 
bulk of the money supply, this is 
a question of what forces affect 
bank operations and result in fluct- 
uations in the amount of bank de- 
posits. 

Banks find it profitable to main- 
tain their operations close to the 
limit permitted by their reserve posi- 
tion. When banks have excess re- 
serves, they can acquire additional 
assets and increase their incomes; 
when they have insufficient reserves, 
they have to dispose of assets, even 
though income is lost in doing so. 
When banks increase their assets, 
they automatically increase their 
deposits, and when they dispose 
of their assets, they decrease their 
deposits. The quantity of bank de- 
posits depends almost exclusively on 
the quantity of reserves available to 
banks. The only exception to this is 








We enter the second half of the 
Twentieth Century facing many 
serious problems as well as 





- unparalleled opportunities to 
establish the background for lasting 
peace and progress. May we make 
headway in 1951 towards the 
solution of our problems and the 
realization of our great opportunities. 


The directors and staff of American 
National Bank and Trust Company 
of Chicago take this occassion to wish 
you and yours prosperity, good 
health and enriched accomplishment 
during the New Year. 


Assets 
Cash and due“from 
DES ck $ 86,304,914.83 
United States 
Government 
obligations...... 
Obligations of 
instrumentalities 
of the United 


86,136,574.49 


3,892,753.08 
State and municipal 
securities........ 


13,413,083.29 
8,500,346.08 
75,520,290.36 


270,000.00 


Federal Reserve 
Bank stock...... 
Customers’ liability 
on letters of 
credit and 
acceptances. .... 
Accrued interest 
receivable....... 
Other assets....... 


5,580,919.94 
519,222.59 
220,518.64 
$280,358,623.30 





Statement of Condition 
AS OF DECEMBER 31, 1950 


United States Government obligations and other securities carried at $38,358,906.57 are pledged 
to secure public and trust deposits and for other purposes as required or permitted by law. 


AMERICAN NATIONAL BANK 
AND TRUST COMPANY OF CHICAGO 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


LA SALLE AT WASHINGTON, CHICAGO 90 


Liabilities 
Capital stock...... $ 4,000,000.00 
Suva hh 5 cies 5,000,000.00 


Undivided profits 1,187,158.70 
Reserves for taxes, 
interest, 


contingencies, etc. 1,355,405.39 


Unearned discount. 1,324,324.20 
Other liabilities. .. . 285,087.72 
Liability on letters 
of credit and 
acceptances..... 5,580,919.94 
Deposits: 
emand........ $234,857,243.35 
PS cas 19,685, 109.00 
Other Time..... 7,083,375.00 
261,625,727.35 
$280,358,623.30 
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when reserves expand with great ra- 
pidity, as in the latter half of the 
1930s, and the sequential expansion 
by the banks is at a slower pace. 

Since 1917 the amount of reserves 
available to banks has been the re- 
sult of Federal Reserve policies. 
When the Federal Reserve Banks ac- 
quire additional assets, the effect is 
an increase in member bank reserve 
balances; and when they dispose of 
assets, the effect is a decrease in 
member bank reserve balances. More- 
over, the Federal Reserve Banks have 
enormous powers of acquiring addi- 
tional assets, or of relinquishing as- 
sets which they hold; and the amount 
of assets actually acquired or relin- 
quished is dominantly influenced by 
the terms set by the Federal Reserve 
authorities themselves. If the Federal 
Reserve is going to be held respon- 
sible for controlling inflation and de- 
flation, it must be left free to set the 
terms on which it will acquire or re- 
linquish assets. 

The theory that business fluctua- 
tions are the result of inappropriate 
variations in the quantity of bank 
reserves, and that these variations in 
reserves result from Federal Reserve 
policies, is supported by the course 
of events since 1917. 

In 1942, Federal Reserve authori- 
ties announced that the System would 
provide the banks with all the re- 
serves they might need as a result 
of increasing their holdings of gov- 
ernment obligations. During the war 
years, banks acquired a huge volume 
of government obligations, and the 
amount of bank reserves and the 
quantity of bank deposits increased 
rapidly. Reserves continued to in- 
crease, though more slowly, for two 
years after V-J Day. From the end 
of 1941 to the end of 1947, Federal 
Reserve Bank assets nearly doubled, 
and member bank reserves, adjusted 
for changes in percentage require- 
ments and other factors affecting 
their effectiveness as a base for de- 
posit expansion, by about 60%. 

The money supply, measured by 
the Federal Reserve series of “de- 
posits adjusted and currency”, more 
than doubled, a rate of expansion 
greater than that in effective reserves 
being made possible because of ex- 
cess reserves available in 1941, as a 
result of an extraordinary amount of 
gold imports. 
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This great increase in the money 
supply between 1941 and 1947 led to 
some rise in prices during the war, 
and to a rapid rise when wartime con- 
trols were removed. The wholesale 
price level rose about two-thirds, and 
the consumer price index by about 
one-half, from the first six months of 
1942 to the first six months of 1948, 
representing the impact of the excess 
of monetary expansion over, the 
growth of production. 

In the latter half of 1947 and the 
early months of 1948, various 
measures were taken for the purpose 
of preventing any further increase 
in the money supply. These measures 
impinged on bank reserves. By the 
end of 1947, the expansion of bank 
reserves was halted and turned into 
contraction. Between that date and 
the end of April 1949, the effective 
amount of bank reserves was reduced 
by 15% relative to the normal rate 
of growth. Bank deposits also de- 
clined substantially. though not by 
so large a percentage. The price level 
turned down and business activity 
slackened in the fall of 1948, several 
months after the peak in reserves, 
repeating the typical sequence and 
lag which prevailed between the 
World Wars. 


By the spring of 1949, fears were 
arising that a serious post-war de- 
pression. was at hand. At this point 
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the Federal Reserve authorities re- 
versed their pressure on reserves. 
Early in May they started a series 
of reductions in percentage reserve 
requirements, thus stopping the con- 
traction in effective reserves and in 
deposits. In the summer and autumn, 
business sentiment became more fav- 
orable, several of the. leading indi- 
cators of revival appeared, and fear 
of a deep depression disappeared. 
“Deposits adjusted and currency” 
increased $4 billion during the second 
half of 1949, and at the end of the 
year reached $170 billion, which was 
the peak in the money supply reach- 
ed at the end of 1947. During the 
first half of this year, the Federal 
Reserve put pressure on bank re- 
serves and stopped this expansion in 
the money supply. At the end of June, 
just at the outbreak of hostilities in 
Korea, “deposits adjusted and cur- 
rency’, after a slight decrease during 
the first quarter, again were $170 
billion. The Federal Reserve authori- 
ties had stopped the post-war infla- 
tion and at the same time avoided a 
post-war depression sufficiently deep 
to be a serious threat to our economy. 
A brief review of events since June 
indicates that the Federal Reserve 
Banksare being successful in prevent- 
ing an excessive rate of expansion in 
the aggregate amount of bank re- 
serves. Member bank reserve bal- 
ances averaged $16.2 billion during 
June, $16.3 billion during July and 
August, $16.6 billion during Septem- 
ber, $16.7 billion during October, 
and $16.8 billion during November. 
This is slightly more than a normal 
rate of growth, but a part of it pro- 
bably is seasonal. 


Meanwhile, the widespread belief 
that the prospect of a government 
deficit means inflation has led to a 
vast amount of anticipatory and spec- 
ulative buying. This, together with 
hurried acquisition of supplies by the 
government to pursue a military cam- 
paign for which it was unprepared, 
has ‘produced a substantial rise in 
wholesale prices, a little of which has 
been carried through to the prices of 
end products. The same upsurge of 
buying has led to. requests for addi- 
tional bank loans, to which the banks 
have responded by expanding as 
much as is feasible in the face of 
their reserve position. The: money 
supply, as measured by “deposits ad- 
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justed and currency”, increased from 
$170 billion at the end of June to 
approximately’ $173 billion at the 
end of October. This change, like 
that in reserves, is slightly more than 
the estimated normal rate of growth, 
but it also is probably partly 
seasonal. 

The government’s recent action in 
freezing $2 billion out of the loan 
market was a decisive step to cut 
down sharply on money available 
for private loans and to forge new 
links for harnessing the national 
economy more firmly to the defense 
program. The board of governors of 
the Federal Reserve System in issu- 
ing the order, said the action would 
cut off a potential further gain of 
$12 billion in the already record- 
high volume of bank loans, because 
the banks could have lent the $2 
billion over and over again. 

Effect of the money freeze, of 
course, is that there will be less 
money to lend to business firms, or 
to individuals who want to buy 
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homes, automobiles, television sets, 
furniture, securities or anything else. 
There was nothing in the order it- 
self to raise interest rates for those 
who manage to get loans. Neither 
was there anything to prevent banks 
from raising those rates, although a 
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rate rise is not expected. 

Further expansion in the money 
supply is possible only with increas- 
ed reserves. If member bank re- 
serves continue to remain seasonably 
stable, we can expect stability in the 
volume of bank assets and bank de- 
posits, and hence in the money sup- 
ply. If this stability is maintained 
during 1951, the upsurge in buying 
by consumers and speculators ini- 
tiated by developments in Korea, will 
subside. As consumers and specu- 
lators meet the cominitments they 
already have incurred, they will find 
their cash balances abnormally low 
relative to their spendings, and will 
begin to reduce their expenditures 
to a normal volume in order to re- 
plenish their cash. 

Maintenance of monetary stabilitv 
is a governmental function, and the 
powers of ecomplishing it have been 
given by Congress to the authorities 
who determine Federal Reserve pol- 
icy. Only if these powers are appro- 
priately exercised, can we avoid ser- 
ious price inflation during the awful 
emergency that faces us. If inflation 
is to be stopped, it must be stopped 
at the source — and the source of in- 
flation is our money supply. We 
must not increase bank deposits by 
financing the necessary expenditures 
through the sale of government obli- 
gations to banks. They must be fin- 
anced through higher taxes and bor- 
rowings from non-bank investors. 

Then, when the war is over and the 
ruthless dictators that would enslave 
humanity are defeated, monetary 
stability will prevent deflation, and 
we will never again have a depres- 
sion like that of the 1930s. As time 
goes by, our experience with contin- 
uous prosperity will show the world 
that our system of individual liberty 
and competitive business is not in- 
herently unstable, but that this his- 
torical weakness has been eliminated. 


This is the key to our victory in 
the war and to the survival of the 
American way of life. END 


These are the 12 largest states (in 
area), in the order given: Texas, 
California, Montana, New Mexico, 
Arizona, Nevada, Colorado, Wyom- 
ing, Oregon, Utah, Minnesota, Idaho. 
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Aerial view of Mobile showing the great multi-million-dollar ocean terminals of the state of Alabama in the background. 


Ou te Mobile! 


If you fly to this year’s convention 
of the Independent Bankers Associa- 
tion in Mobile, Alabama, you’re apt 
to get the bird’s eye view of that 
city which appears here. 

But whether you fly to the conven- 
tion or travel on the ground, you'll 
soon feel the warm Southern hospi- 
tality for which Mobile is famed. 

The annual convention, as announ- 
ced in the December issue of THE 
INDEPENDENT BANKER, is slated for 
Monday and Tuesday, April 9-10. 

Mobile is making extensive pre- 
parations for entertaining the mem- 
bers of the Association and their 
wives during the important two-day 
meeting. The Association’s officers 
and the host city’s bankers are put- 
ting the finishing touches on business 
and entertainment programs. It will 
be a long-remembered convention. 

Located in southwest Alabama on 
the Mobile River at its entrance to 
Mobile Bay, Mobile — “the city of 
six flags’ — is 31 miles from the 
Gulf of Mexico. Population of the 
greater city is 200,000. 
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1.B.A. CONVENTION 
SCHEDULED FOR 
APRIL 9-10 


It is a city of contrasts. Although 
it exemplifies the New South — a 
truly modern port city with expand- 
ing industries and population — the 
streets and buildings present an ex- 
citing contrast of the old and the 
new. Founded in 1711, the city has 
seen the flags of six countries fly 
over it. 

Many relics of Mobile’s historical 
past remain today to enchant ‘the 
visitor. Ante-bellum homes and pub- 
lic buildings, lavishly laced with 
wrought iron work, dot the downtown 
area as architectural tributes to the 
city’s rich past, and form an_ in- 
triguing background for the annual 
Azalea Trail, called “Nature’s most 
colorful drama”. The Azalea Trail 
begins under the spreading branches 
of giant oaks in the heart of down- 


town Mobile, and winds its way 
through the residential sections past 
charming parks and quaint houses. 
It is climaxed at the breathtakingly- 
beautiful Bellingrath Gardens, 20 
miles south of the city. There, mam- 
moth oaks, their centuries - old 
branches draped with Spanish moss, 
form a magnificent setting for scores 

of brilliant azaleas and camellias. 
The Port of Mobile ranks as the 
sixth port of the nation in impor- 
tance, according to the United States 
Department of Commerce. The state 
of Alabama has invested $20 million 
in the construction of the South’s 
most modern ocean_ terminals. 
Twenty-five ogean-going vessels of 30- 
foot draft can be accommodated 
simultaneously at the Alabama State 
Docks in Mobile. There are more than 
50 acres of covered warehouse floor 
space in these ocean terminals. Mo- 
bile harbor has a ship channel 2814 
miles long, 32 feet deep, 300 feet 
wide, with a turning basin dredged 
2,500 feet long and 1,000 feet wide. 
END 
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World “rade Conference 
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Vice President, American National Bank & Trust Company of Chicago 


Foreign trade is a necessity to all 
the countries of the world because 
each country has different character- 
istics and climatic conditions, differ- 
ent resources, Minerals, agricultural 
products and animals abundant in one 
place are scarce in another. Without 
foreign trade, the quantity and 
variety of goods available for con- 
sumption would be drastically re- 


duced. 


The importance of our export 
trade to our national economy and 
well-being is well known. Many of 
our industries employing and sup- 
porting several million people, de- 
pend to a great extent upon sales to 
foreigners. In 1949 our industrial 
and agricultural enterprises sold a 
substantial share of their products 
in foreign countries. Wheat exports 
were 39%of the entire production; 
raw cotton, 32.6%; machine tools. 
32.2%; paraffin wax, 30.8%; leaf 
tobacco, 25.6%; lubricating oil, 
25%; turpentine, 24.7%; lard, 
23.7% ; copper, 17.8% ; soybean oil, 
17.2% ; tinplate, 15.1%; petroleum 
coke, 14.4%; condensed and dried 


milk, 12.7%; structural shapes, 
12.4% ; printcloth, 11.9%; wrought 
iron and steel products, 11.8%; 
anthracite coal, 11.6%; rails, 


10.9%; soybeans, 10.3%; cotton 
cloth, 10%. 


The United States with its enor- 
mous and great capacity for pro- 
duction, must import a great variety 
of raw materials. There are many 
finished products which we can ob- 
tain economically from _ other 
countries. Many primary goods found 
only abroad are indispensible to our 
economy. To meet our requirements 
of industrial raw materials and food- 
stuffs, we must import sugar, coffee, 
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. cocoa, tea, drugs, spices, manganese, 
nickel, bauxite, tin, copper, rubber, 
furs, wool, silk, hides and skins, bur- 
lap, bristles, shellac, essential oils, 
jute, chicle, cork and many other 
products. Imports constitute the 
largest source of dollar exchange for 
foreign countries. Consequently, our 
ability to sell depends mainly upon 
the volume of goods we purchase. 

With few exceptions, the countries 
of the world maintain controls over 
their moneys and controls over their 
international trade. Most foreign 
moneys are no longer freely conver- 
tible into American dollars. In all 
countries, including the United 

States, no enterprise is hampered as 
much by red tape, regulations and 
prohibitions as is foreign trade. The 
foreign trader is subject to con- 
stantly changing government regula- 
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tions. He must obtain licenses, ad- 
here to quotas, file declarations and 
is placed under strict supervision, 
as though he were engaged in some 
undesirable business. The American 
exporter is subject to foreign gov- 
ernment regulations. He must be cer- 
tain that an import license and per- 
mit to transfer the money were 
granted to the purchaser in the 
foreign country. Before making a 
shipment, he must comply with con- 
sular requirements that differ for each 
country. 

There is no justification for this 
restraint upon a business that pro- 
vides a livelihood to approximately 
six million people in our country and 
to a great many millions all over 
the world — a business which is 
absolutely essential to every 
country’s welfare. This infringement 
by government upon: private enter- 
prise retards the normal flow of 
between countries. Every 
effort should be made to free foreign 
trade from government interference. 

In the early period of international 
trade, goods were bartered. Enter- 
prising merchants loader their rafts 
or boats with goods produced in their 
country for exchange for the pro- 
ducts of other countries that could 
be profitably sold at home. Today’s 
foreign trade is conducted on an en- 
tirely different basis, and each deal 
involves a monetary transaction. The 
buyer must pay for his goods and 
the seller must receive payment 
through the medium of a bank. 

While the banker played an im- 
portant role in international com- 
merce throughout the ages, extensive 
bank financing of foreign trade be- 
gan only in the 19th Century in Eng- 
land, and in the 20th Century in 
the United States. The Bill of Ex- 
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change Act became a law in England 
in 1882. The United States banks 
were granted acceptance privileges 
with the adoption of the Federal 
Reserve Act in 1913. 


Banks were reluctant at the outset 
to engage in this new business which 
was little-known to them, and this 
reluctance is still displayed today 
by many banks throughout the 
country. Out of a total of 14,650 
banks, approximately 150, or about 
1%, engage in foreign commercial 
business. The financing of shipments 
under the Economic Cooperation 
Administration has so far been al- 
located to only 60 banks — less 
than %% of American banks parti- 
cipate in this business. The out- 
standing reason for this reluctance 
is the small remuneration received 
by banks for foreign financing and 
other transactions. 

The Korean war and the defense 
program will have important reper- 
cussions on international trade. The 
manufacture of war implements will 
require the importation of more raw 
materials from abroad; on the other 
hand, countries which lack industrial 
equipment and know-how necessary 
to provide for their defense needs, 
will have to obtain the equipment 
end finished products from abroad. 


The rearmament program of the 
United States and the European 
nations will create inflationary pres- 
sure throughout the world. The de- 
pletion of national wealth by using 
raw materials for war purposes, and 
the diversion of manpower to war 
production, will diminish the supply 
of consumer goods. The availability 
of money will be much greater than 
the supply of goods, with a resultant 
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advance in prices. The wholesale 
price index has more than doubled 
since 1937 in most countries, and 
where depreciation of money has 
taken place, prices advanced 20 to 
50 times. 


Wholesale Prices; 1937 — 100 


July-Aug., 1950 — 


Australia 214 
Belgium 373 
Brazil 421 
Canada 199 
Denmark 245 
France 2,480 
India 383 
Italy 4,920 
Mexico 326 
Spain 487 
Switzerland wea 198 
United Kingdom EES. 243 
United States Sr 193 
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In the United States, the supply 
of money is at a high point. Our 
money circulation in 1940 was about 
$9 billion; in August 1950 it was 
over $27 billion. Bank deposits, 
which in 1939 amounted to approxi- 
mately $68 billion, increased to $165 
billion in August 1950. Prices of 
major commodities in the United 
States have advanced greatly during 
the past decade. 


Sept. 

1988 1950 

Bacon, 100 lbs. ...... $22.70 $ 49.30 
Butter, 100 lbs. ...... 28.00 63.30 
Cocoa, 100 lbs. ....... 5.30 42.03 
Coffee, 100 Ibs. ....... 7.80 56.06 
Copra, 100 lbs. ....... 1.95 11.12 
Sugar, 100 lbs. ....... 4.49 8.08 
Tea, 100 lbs. ......... 28.00 53.06 
Wheat, bu. Ss baste See 2.19 
Burlap, 100 yds. ..... 4.90 25.09 
Cotton, 100 lbs. ...... 9.00 40.50 
WM Re oe oealc: 5 ae 3.40 
Wool, (scoured), 100 lbs. 50.00 272.00 
Copper, 100 lbs. ...... 10.22 23.25 
Steel, long ton . 85.40 54.00 
Tin, 100 lbs. ..... 42.30 100.40 
Rubber (natural) . 14.60 55.80 
Jute, short ton Sey .86 3.16 
Tobacco, 100 lbs. . 21.40 48.20 


The great increase in purchasing 
power and the curtailment of civilian 
production is creating inflation which 
will adversely affect the living stan- 
dards of our people. Inflation, as 
you know, is the disease which affects 
all accumulated values, strikes at 
incomes, pensions and insurance. It 
is the greatest enemy of private en- 
terprise. The simple cure for infla- 
tion is less governmental spending. 
However, there is little likelihood 
that our huge expenditures will be 
curtailed. 

The inflationary pressure of the 
diminishing supply of civilian goods 
can be eased by increased imports. 
Large imports of consumer goods 
during the rearmament period will 
materially help check runaway prices 
for such goods. One of the obstacles 
to imports is our archaic customs 
service, our hit-and-miss tariffs. Per- 
haps it would be well to suspend most 
of the duties during the emergency 
period. Our income from customs 
is contributing very little to our 
national budget. 

The inflationary pressure of the 
rearmament program can also be 
eased if the Mutual Defense Assis- 
tance nations will participate in the 
production of armaments and imple- 
ments needed for their defense. Such 
participation will create employment 
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abroad and conserve our manpower. 
These nations should be assured the 
raw materials and machine tools 
necessary for such production. 

The Economic Cooperation Ad- 
ministration should be designated to 
handle the greatest possible share of 
the $6 billion allocated for European 
defense and supervise the procure- 
ment of raw materials and industrial 
equipment needed by these countries 
to prodice the defense implements. 
The ECA should also assist the 


European nations by using counter- 


part funds to build up secondary 
industries in Europe and to 
strengthen existing industries that 
can participate in the rearmament 
program. 

Inflation is one of the greatest 
dangers confronting our nation to- 
day. Imports and defense production 
abroad should be fully utilized to 
reduce this danger. The nations that 
have been receiving Marshall Plan 
assistance and are now receiving our 
aid for their defense, must fully 
participate in the defense effort. After 


all, communism is closer to their 
boundaries than it is to ours. Each 
nation must fulfill a task best suited 
to its capacities and traditions. 

We must also remember that 
foreign trade is an important link 
in the friendly ties between nations. 
It is the foundation of world peace. 
We must, therefore, guard foreign 
trade against excessive government 
interference. We -must keep it a pri- 
vate enterprise unencumbered by 
controls which have outlived their 
purposes. END 


Southern California Independents 
Hit 24- Year Peak 
Los Angeles’ Fred Dickey is Newly-Elected President 


Best attendance at organization 
affairs and keenest enthusiasm and 
support for its activities, in the his- 
tory of the live-wire Independent 
Bankers Association of Southern Cal- 
ifornia, was the 1950 score as re- 
ported at the 24th annual dinner 
meeting in Los Angeles on January 
20. ‘ 

Organized in 1926, the Southern 
California organization is composed 
of 62 independent community-owned- 
and-operated banks ‘having aggregate 
resources in excess of $1,000,000,000. 

Commenting on the Association’s 
steady growth during the course of 
its nearly quarter-century, Earnist 
McCook, retiring president, said: 

“Average attendance at our month- 
ly dinner meetings throughout 1950 
averaged the highest in the history of 
the Association. The enthusiastic at- 
tendance at these meetings proves 
that we independent bankers can get 
together and within our own group 
maintain a happy, cooperative 
family.” 

Mr. McCook, who rounded out his 
term of office at the meeting, is vice 
president and cashier of the Ameri- 
can National Bank of San Bernar- 
dino. 

Elected president to succeed him 
was Fred B. Dickey, vice president 
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of Farmers & Merchants National 
Bank of Los Angeles. 

K. W. Clague, cashier of San Diego 
Trust & Savings Bank, San Diego, 
was named vice president, and G. B. 
Kellogg, cashier of First State Bank 
of Rosemead, was re-elected secre- 
tary-treasurer, which post he has held 
since organization of the Association. 

Directors elected for three - year 
terms were: A. A. Milligan, assistant 
cashier of Bank of A. Levy, Inc., Ox- 
nard; O. A. Torgerson, president of 
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the Desert Bank, Palm Springs and 
Cathedral City; H. E. Kerr, assis- 
tant cashier of Farmers & Merchants 
National Bank of Los Angeles, and 
Clyde Williams, vice president of 
Santa Monica Commercial & Savings 
Bank, Santa Monica. 

More than 150 independent bank- 
ers were on hand at the annual din- 
ner meeting. Special guests of honor 
included Maurice C. Sparling, super- 
intendent of banks for the state of 
California; Charles C. Johnson, Cal- 
ifornia state treasurer; Joseph Lip- 
man, president of California Bankers 
Association, and Harry J. Harding, 
president of Independent Bankers 
Association of the 12th Federal Re- 
serve District. END 


Definition of a boy by Hans 
Stewert in Pageant magazine: “A boy 
is Nature’s answer to perpetual 
motion. He is a piece of skin stretched 
over an appetite . . . a noise covered 
with smudges . . . a joy forever... 
a periodic nuisance. Every new boy 
is evidence God is not yet discouraged 
with man. He imitates his dad despite 
all efforts to teach him good man- 
ners. He survives broken bones, 
swimming holes, fights and nine 
helpings of pie.” 
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"The bonds we bought for our country’s defense 
are helping our boy become a doctor! 










HOW U. S. SAVINGS BONDS 
ARE PAYING OFF FOR 
JOHN AND HELEN DALY 

OF STOCKTON, CALIFORNIA 


John and Helen Daly are proud 
of their son, James. “Jim always 
wanted to be a doctor,” says Helen, 
“and now he’s getting his 
chance to study medicine, 
thanks to our U. S. Savings 
Bonds and the wonderful 
Payroll Savings Plan!’’ 








“Jimmy was only 13 when John and I 
decided to make U. S. Savings Bonds 








a part of our plan for his future. I 
signed up then for the Payroll Sav- 
ings Plan in the Stockton Naval 
Supply Annex where I work.” 














“We've saved $3,550, now. John has 
his phonograph business so I’m able 
to put more than 25% of my salary 
into Payroll Savings. I buy a $100 
bond each month which goes toward 
paying for Jim’s education.” 





“Jim's at the University of Santa Clara 
now, taking pre-medical work. Bonds 
are paying his tuition, and we’re still 


bu them toward that M.D. for 
him. Savings Bond method is 
wonderful for parents!” 














The Dalys'story can be your story, too! 


@ 
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Whatever your dream, you can make it come 
true just as the Dalys did. But -you’ve got to 
start right now! That’s easier than you think if 
you take these simple steps: 

1. Make the big decision—to put saving first 
before you even draw your pay. 

2. Decide to save a regular amount system- 
atically, week after week or month after 
month. Even small sums saved on a system- 
atic basis become a large sum in an amazingly 
short time! 


3. Start saving automatically by signing up 


today in the Payroll Savings Plan where you 
work or the Bond-A-Month Plan where you 
bank. You may save as little as $1.25 a week 
or as much as $375 a month. If you can set 
aside just $7.50 weekly, in 10 years you'll have 
bonds and interest worth $4,329.02 cash! 


You’ll be providing security not only for your- 
self and your family but for the blessed free 
way of life that’s so important to us all. And 
in far less time than you think, you’ll discover 
that you have turned your dreams into reality, 
just as the Daly family did. 


FOR YOUR SECURITY, AND YOUR COUNTRY’S TOO, 
SAVE NOW--THROUGH REGULAR PURCHASE OF U. S. SAVINGS BONDS! 


THE INDEPENDENT BANKER 
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Problems of Fiscal, 
Monetary and Credit Policy 


By SENATOR PAUL H. DOUGLAS 


This year we will spend about 
$431, billion for our federal govern- 
ment, or 19% of the net national 
income. And if we add to this the 
some-$20-billion which will be spent 
by state and local governments, we 
get total expenditures by all levels 
of government of about $63 billion, 
or very close to 28 or 29% of the 
net national income. 

We don’t always realize the degree 
to which war accounts for a major 
portion of our federal budget. I 
think there is a common tendency 
to believe that most of the federal 
money goes for welfare purposes, 
for farm price supports, and so on, 
but that, of course, is not the case. 
This year we will be spending for 
direct military purposes, for the 
three branches of the Armed Service 
— Army, Navy and Air Force — 
and for stock-piling, a total of $13% 
billion as a preparation against 
future wars. We will be spending 
another $1% billion for arms aid 
to the countries of Europe in order 
to enable them more effectively to 
resist the communists, should they 
start an aggressive movement in 
western Europe. And the billion 
dollars which we will spend for 
atomic energy also can be regarded 
as military expense. 

Therefore, we are spending $16 
billion in the current year in order 
to be successful if a war should 
break out. 


But this is not the total amount — 
indeed, only about half the amount 
- — that we are spending because of 
war, for in addition to these military 
expenditures we are spending about 
$5% billion in economic aid to the 
countries of Europe, plus occupation 
costs in Germany and Japan, again 
primarily as a means of preventing 
the communists from taking over 
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These are excerpts from Senator 
Douglas’ address at the 1950 con- 
vention of the Independent Bankers 
Association in Des Moines, lowa. 


western Europe, and also in keeping 
western Germany and Japan out of 
communist hands. 

In addition, the interest upon 
public debt, four-fifths of which has 
been incurred as a result of past 
wars, is $5% billion, and payments 
to veterans amount to $6 billion, 
So, if we add these together, we get 
a total of $33 billion either as pre- 
paration against future wars or an 
outlay of past wars. This means 
that 76% of the total budget is going 
for these purposes. 

These figures indicate that it is not 
the welfare state, but the welfare 
world, which is primarily respon- 
sible for our federal outlays and for 
the high rate of federal taxation, 
The normal purposes of government 
take about $10 billion, or less than 
a quarter of the total, and if you 
break that down, farm price sup- 
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ports will take $2 billion, public 
works will take $1% billion, and the 
so-called welfare features — federal 
aid for old age, and allowances for 
dependent children, all types of 
education and health — will take 
only $2% billion, so that the welfare 
purposes take only 6% of the total 
federal budget. 

I am not one of those who thinks 
the federal budget must be balanced 
each and every year. On the con- 
trary, in a, period of high employ- 
ment, when private purchasing 
power is shrinking and unemploy- 
ment is increasing, I think it would 
be profitable for the government to 
have a deficit, to spend: more than. 
it takes in and to borrow additional 
money from banks, and thus create 
additional monetary purchasing 
power to offset the shrinkage in pri- 
vate purchasing power. This would 
arrest and _ possibly turn” back 
depression. 

But if we are in a period of full 
employment, then it is obvious that 
a government deficit which causes 
the government to borrow additional 
money from the banks merely in- 
creases the total of monetary count- 
ers used to purchase given stocks of 
goods, and does not create additional 
demand, but rather bids-up the 
prices of goods in existence, and 
causes slow and increasing inflation. 


Therefore, the corrollary for the 
government having a deficit in a 
period of depression is that in a 
period of prosperity and compara- 
tively full employment, the govern- 
ment should hawe a surplus. It 
should then take in more in‘ taxes 
than it expends, and it should devote 
that surplus to retiring either a 
portion of the bank-held public 
debt, or preferably of the debt held 
by the Federal Reserve System, thus 
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By Brut Pauison 





“Government meddlin’ and control 
is like findin’ a worm in a can of 
milk. Maybe the worm'll stay in 
one place—but I don’t believe it!” 


reducing the total amount of money 
and credit and checking any infla- 
tionary possibilities which may be 
in effect. 

The difficulty is, of course, that it 
is hard to tell whether one is in a 
period of prosperity and full em- 
ployment, or not, and the present 
situation is difficult because while 
we have high production, we also 
have unemployment above 4 million. 
My own belief, however, is that the 
wisest thing in the present situation 
is at least to balance the budget, and 
for us to try to do it by a reduction 
in expenditures, rather than by in- 
crease in the total amount of taxes 
collected. 

Now, it is easy enough to prescribe 
that, and I think a great many bank- 
ers and businessmen have felt they 
could give instructions to politicians 
and members of Congress to cut 
expenditures and balance the bud- 
get. | get hundreds of letters asking 
me to do this, but the difficulty is, 
when you try to cut the budget you 
find that while everybody is in favor 
of economy as a general proposal, 
the people affected by reduction will 
fight to the death to resist that cut. 

We could effect a reduction in 
governmental personnel from 8 to 
10% without reducing the quality of 
service performed, by the simple 
device of not filling all vacancies 
which occur. It is not necessary to 
slaughter and fire 8 or 10% out- 
right, but 5% of governmental 
employees die or retire each year, 
about 12% quit voluntarily, and 
7% have their jobs terminated, so 
that if we merely filled one vacancy 
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possible. 





6 SURVIVAL SECRETS 
FOR ATOMIC ATTACKS 


Always Put First Things First . . . 
Never Lose Your Head! 


1. TRY TO GET SHIELDED. 

If you have time, get down in a basement or subway. 
Should you unexpectedly be caught outdoors, seek shelter along- 
side a building, or jump into a nearby ditch or gutter. 


2. DROP FLAT ON GROUND OR FLOOR. 

To keep from being tossed about and to lessen the chances 
of being struck by falling and flying objects, flatten out at the 
base of a wall, or at the bottom of a bank. 


3. BURY YOUR FACE IN YOUR ARMS. 


When you drop flat, hide your eyes in the crook of your 
elbow. That will protect your face from flash-burns, prevent 
temporary blindness and keep flying objects out of your eyes. 


4, DON’T RUSH OUTSIDE RIGHT AFTER A BOMBING. 


After an air-burst, wait a few minutes, then go and help 
fight fires. After other kinds of bursts, wait at least one hour 
to give lingering radiation some chance to die down. 


5. DON’T TAKE CHANCES WITH FOOD OR WATER IN 


To prevent radioactive poisoning or disease, select your 
food and water with care. When there is reason to believe they 
may be contaminated, stick to canned and bottled things, if 


6. DON’T START RUMORS. 
In the confusion that follows a bombing, a single rumor 
might touch off a panic that could cost your life. 


Cut out this box. Keep it handy. Memorize it. 








out of every two created, you would 
by the end of the year get a reduc- 
tion of about 13%, or an average 
reduction of less than 7%. 

Last year we appropriated $750 
million for rivers and harbors. 
Nearly every state got some appro- 
priation, and we also have authori- 
zations for which we have not yet 
appropriated, which amount to 
$4% billion. 

These rivers and harbors projects 
are strange and wonderful things. 
Generally they are designed along 
the Atlantic coast to deepen channels 
so that men can get their sailboats in 


and out of the harbor even at low 
tide, or so that fishermen may work 
factory schedules from 8:00 to 4:30 
and go out at low tide and come in 
at low tide, if that be necessary. 
These are the small amounts of 
money which are handed out and 
which are designed to get the votes 
for Congressmen and senators from 
the seaports, but the big money goes 
for the lower Mississippi, the 
Arkansas and the lower Missouri 
Rivers. We are building up a series 
of very costly projects of very doubt- 
ful value. 


I tried last year to cut the appro- 
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priations for rivers and harbors by 
$300 million, and immediately found 
myself exposed to a barrage of 
questions from senators from the 
lower Mississippi and the Gulf, who 
asked, “Is it not true that Illinois is 
getting some appropriations?” 

I said, “Yes, that is true, though 
I have asked only for one, and I 
would be perfectly willing to have 
the Illinois project cut by 40%, 
along with projects of other states.” 

My proposal to cut got 14 votes, 
and that cheered me until I discover- 
ed that nearly all the 14 came from 
mountain states which do not have 
rivers and harbors. 

I know how this rivers and har- 
bors bill is built up. The local 
chamber of commerce will decide 
that they want a breakwater or they 
want a mooring-place for yachts and 
motorboats, or the channel dredged. 
and they will call in local Congress- 
men or senators and say, “Here, we 
want to have the federal government 
do this for us.” Now, I am glad to 
see some Southern. bankers here, be- 
cause I suspect Southern bankers are 
Democrats, but in the North the 
chambers of commerce are 99.44% 
Republican institutions, so if you 
have a Republican Congressman or 
senator he immediately jumps to do 
what the chamber of commerce asks, 
because it is composed of his own 
people. If he is a Democrat, he 
jumps, too, because while he knows 
the members are not favorable to 
his party, nevertheless the most 
affection-starved Congressman lives 
on hope, and he hopes that if he 
brings home the bacon he may get 
the support of the chamber of 
commerce. 

So, he goes down to Washington 
and tries to get this local improve- 
ment, and he soon discovers that 
every one of the other 530 Congress- 
men and senators have similar pro- 
jects, and the only way he can get 
his swept through is if he agrees to 
support the projects of all the others. 

In my own city of Chicago the 
business groups which want to have 
a canal between the Illinois River 
and a lake in South Chicago — 
Calumet — constructed at a cost of 
$92 million, write me a part of the 
time demanding economy, and the 
rest demanding their $92-million 
project. 
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We will not be successful in 
balancing the budget unless all 
groups over the country— industrial, 
labor, farming, and what-not — have 
a greater concern for the interests 
of the nation as a whole. 

Let me take other illustrations. 
The Army has separate medical and 
hospital service, the Navy has separ- 
ate service, and so now has the Air 
Force. Frequently you will have all 
three medical services operating 
within a given region, each with its 


medical establishment — idle beds 
— a large munber of them in all 
of them — when by a consolidation 


of the medical services you could 
get along with a much smaller total 
number of beds. 

When you add to this the Veterans 
Administration, you really get into 
great duplications. For instance, | 
found in Boston the Army was 
closing down the so-called Murphy 
Hospital, closing a 540-bed hospital 
which cost $7 million, and the week 
after that the Veterans Administra- 
tion broke ground for a 1,000-bed 
hospital only 12 miles away. 

That is one thing that goes on in 
all of the Services. We have five 
Naval bases on the Atlantic coast, 
and if we could close down two, 
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there would be no loss of efficiency 
and something like $150 million of 
savings. And there are still surplus 
and unnecessary Army posts, but if 
you start to close down any of these, 
the local interests immediately say, 
“Don’t take away employment from 
our locality.” 

I suppose this will offend our 
Minnesota friends, but I have never 
seen the reason for continuing to 
maintain our flax subsidy that was 
put in to get a supply of linseed oil. 
We have a $200-million stock of flax 
and linseed oil now. We can get 
abundant linseed oil from the Argen- 
tine, which if we were to get into 
another war would certainly not be 
opposed to us. The land now used 
for growing flax in Minnesota could 
be converted to rye and wheat land 
without much loss. I hope we can 
get rid of that flax subsidy. 


The potato situation is a scandal. 
I need not go into that. It is very 
interesting that when Scott Lucas, 
my colleague, tried to eliminate the 
subsidy on potatoes, some of the 
people shouting ecunomy the loud- 
est voted to maintain it because they 
came from potato states. 

This other suggestion probably 
will stir up our friends from the 
mountain states such as Colorado, 
Montana, Arizona and Utah, but I 
have never really seen the reason 
for the silver purchase policy of the 
government. We are paying a sub- 
sidy of around $35 million a year to 
the silver producers of this country, 
a relative small group with a small 
number of persons employed, while 
we could make much larger profit on 
Federal Reserve notes, because the 
printing of those wouldn’t cost as 
much as the price we pay per ounce 
for silver, and the government 
would get 90% of these profits. 
There are only 16 reasons for our 
silver subsidy: the 16 senators from 
the eight silver-producing states. 


Well, just be trimming these 
features of the subsidy program — 
silver, flax and pétatoes — we would 
save $200 million a year. Of course, 
in the background is the question 
as to the ability of the country to 
pay enormous farm subsidies. | am 
in favor of some farm price support 
program, but I do not believe in a 
100% guarantee, or even a flat 
90% guarantee, because of the fact 
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that costs in agriculture have fallen 
by more than costs in other branches 
of American life, on the whole. 

If we do not balance the federal 
budget in periods of comparatively 
full employment, we have to borrow. 


This creates more monetary pur- 
chasing power, slow inflation with 
slowly-rising prices which eats away 
from savings. It has a bad 
effect upon the community. But to 
prevent it, to reduce expenditures 


Secretary’s Letter. . . 


Monopoly Begets 


In a circular letter to bankers of 
his state, L. B. McBride, our 
Colorado director, stated one of the 
fundamental issues of this Associa- 
tion so well that we are quoting: 

“The world economy leans heavily 
to socialism. Our own America has 
taken long strides in that direction, 
as most of us fully realize. We know, 
too, that a war economy lends itself 
to the further spread of the socialis- 
tie evil. 

“Surely, the more closely held any 
business becomes, the more easily it 
can be taken over by government. 
With but little difficulty, those who 
are served by branch or holding- 
company banks can be persuaded 
that their institutions now are sub- 
ject to non-resident control, which 
control probably would be more 
sympathetic — at least, more impar- 
tial if administered by govern- 
ment. Monopoly literally invites 
socialization. 

“The two associations dedicated to 
the protection and promotion of our 
unit banking system are the two In- 
dependent Bankers Associations: the 
West Coast association, serving the 
12th Federal Reserve District, and 
our own, which serves the remaining 
11 districts.” 

In the banking field, the numerous 
independent banks owned and oper- 
ated by people of the community are 
a bulwark of defense against the so- 
cialization of banking. Distant land- 
lordism in banking is destructive of 
the personal relationship between the 
banker and his client. The more im- 
personal banking becomes, the easier 
to socialize. 

Monopoly in England was largely 
responsible for that country’s pre- 
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sent socialistic status. The best de- 
fense against socialism is for many 
people to own and operate their own 
businesses. It makes our economy 
more elastic, more competitive, and 
gives better results. It is part of what 
is called the American way of life. 
Of course, it is dangerous to cen- 
tralize too much power in few hands, 
be the hands either private or gov- 
ernmental. “Power corrupts, and ab- 
solute power corrupts absolutely”. 
Our whole system of government is 
built on checks and counter-checks. 
In this country it has been well that 
we had a dual system of banking. 
The banking departments of the dif- 
ferent states and the Comptroller’s 
office in Washington have acted as 
wholesome checks on each other. The 
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so we do not have to borrow, will 
require tremendous self - restraint 
upon the part of virtually every class 
in American society. 

It will be a great test of character, 
but I think the struggle is worth 
making. END 


socialism 


by BEN DuBOIS 


Secretary 
Independent Bankers Association 


Federal Reserve System improves 
with age, and these central banks 
are much-needed in our complicated 
economy. The FDIC, as an insuror 
of bank deposits, has been a great 
stabilizing factor and of real value 

Editor's Note: We wrote the 
heading that way on purpose. The 
only “ism” that will be capitalized 


in this magazine is Americanism. 


to the small bank in competition with 
the large bank. The division of power 
between the different banking agen: 
cies is quite well in balance. The 
banking fraternity must see that this 
balance is maintained. 

Great progress has been made in 
the banking field; money-manage- 
ment is better understood by bankers 
than ever before. Bankers are con- 
tinually doing a better job, render- 
ing more and better service. In the 
small banks where it is impossible to 
have experts covering the different 
phases of banking, the executive 
officer must be well-informed on 
many things. In the complicated so- 
ciety in which we now live, the 
bank’s client is calling on his banker 
for more and more information, for 
more and more services. It is a chal- 
lenge that the banker can meet only 
by deep study. 

The Independent Bankers Associa- 
tion is still grappling with its old 
problem: how to stop the trend to- 
ward banking concentration. Part of 
this problem is the securing of legis- 
lation that will restrict unwarranted 
concentration in the banking field. 
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The other part is dependent upon the 
independent banks’ meeting the com- 
petition of banks belonging to some 
chain, and it also is dependent upon 
the independent banks’ arrangement 
for a continuity in able management. 
Some able bankers who have con- 
ducted their institutions in an ad- 
mirable way, find that when retire- 
ment comes along there is no one of 
the staff who is qualified to step in- 
to command. If this situation de- 
velops, the bank might be offered for 
sale to some group. 


The Number | issue on the As- 
sociation’s legislative agenda is the 
passage of *an adequate bank hold- 
ing-company bill, a bill that will reg- 
ulate the bank holding-company as 
banks are regulated now and that 
will check the expansion trend. 


The first bank holding-company 
bill was introduced at our request in 
1943. It was a short bill that we 
worked out with the help of a friend- 
ly Congressman. Since then, three dif- 
ferent bills have been prepared and 
introduced at the request of the board 
of governors of the Federal Reserve 
System. The Association has been in 
general agreement with these three 
bills, asking, however, that the last 
bill introduced in 1949 be strengthen- 
ed by the addition of the declaration 
contained in the 1945 bill. The hear- 
ings held last year on this bill were 
complicated by the introduction of 
another holding-company bill, pre- 
sumably written by the Treasury De- 
partment. There has been a lot of 
discouragement, but real progress has 
been made. There seems to be a gen- 
eral feeling in the Congress that 
holding-company legislation is neces- 
sary. The Association continues to 
press for this needed reform legis- 
lation. 


It would appear that the board of 
governors of the Federal Reserve 
System in its action against Trans- 
america under the Clayton Act, has 
scored. Perhaps this action will have 
a restraining influence on other bank 
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ROY SANDERS 


serves the Independent § Bankers 
Association of Central California as 
an executive councilman. Since March 
1931 he has been associated with the 
Stockton Savings & Loan Bank, 
Stockton, now is assistant cashier 
and assistant secretary in charge of 
note department. 


holding-companies. Due to the effect 
of the hearing by the board upon the 
monopolistic tendencies of Trans- 
america, that corporation has been 
reducing its ownership in Bank of 
America stock until, as last reported, 
it is less than 10°. Perhaps on paper 
this would indicate that Transamerica 
doesn’t control the Bank of America. 
We are inclined to the opposite view. 
Where stock is well-scattered, a close- 
ly-held minority interest can easily 
dominate. The Gianninis’ name is 
popular with Bank of America stock- 
holders. The Gianninis were and are 


smart bankers, but the concentration 
of banking assets which they repre- 
sent is harmful to a Democratic econ- 
omy and it constitutes too much 
power in too few hands. The success 
of the Gianninis is an invitation to 
others to try to do likewise. Inde- 
pendent banking is battling against 
giants. If independent banking is to 
hold the line, there is much to do, 
and it can be done orily if indepen- 
dent bankers unite and thoroughly 
assert themselves. 

The legislative committee of this 
Association met in Washington on 
January 21. It was hoped and ex- 
pected that plans could be laid that 
would facilitate the securing of our 
objective. Representation was expect- 
ed at this meeting from the other 
independent association, the Inde- 
pendent Bankers Association of the 
12th Federal Reserve District. Be- 
tween the two organizations there is 
a membership that extends into all 
of the Federal Reserve districts. 


Besides considering plans for 
bank holding - company legislation, 
the legislative committee was to con- 
sider the feasibility of supporting 
other legislation that is of interest to 
the independent banks of the country, 
especially legislation that affects the 
welfare of the small banks of the 
nation. The Independent Bankers As- 
sociation is, as you know, a small- 
bank organization. END 


In all your undertakings, let a 
reasonable assurance animate your 
endeavors; and remember that if 
you despair of success, you cannot 
hope to succeed. —Dandemis 
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Municipal bonds perform a 
definite job for banks. They provide 
a better net return than do govern- 
ments, after taxes, and make for a 
better balance of earning assets. 

In spite of a tremendous increase 
in loans last year, commercial banks 
increased their municipal holdings 
by nearly $114 billion. If loans and 
mortgages are not as plentiful in 
1951, banks doubtless will continue 
as avid buyers of tax-exempt 
securities. 

New state and municipal financing 
during 1950 hit a new record mark: 
about $334 billion, compared with 
some $3 billion in the previous year, 
which was the existing record. 

And in spite of this tremendous 
volume of new issues, municipals 
held strong in price, particularly in 
the last half of the year when it be- 
came evident that federal income tax 
boosts were certain. Municipal bonds’ 
tax-exempt status has greatly increas- 
ed their desirability in recent years 
on the part of investors, particularly 
banks, because of steady increases 
in tax measures. 

The always-popular year-end bond 
survey of Halsey, Stuart & Company 
this year had this to say about state 
and municipal bonds: 

“Besides reflecting a growing de- 
mand for federal economy, the No- 
vember elections indicated that 
America’s voters were less willing to 
approve proposalsfor future state and 
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* b See M-GUIRE, Editor * 





municipal debts. The public rejected 
approximately 30% of the $969 
millions of proposed bond issues on 
the ballots. A year before, when new 
records were set, only 15% of the 
proposed $1.6 billions was re- 
jected. *** 

“The tendency to put municipal 
bonds on their own by pledging earn- 
ing power instead of taxing power, 
and the accompanying tendency to 
put public service projects under 
the wing of tax-exemption, continued 
during the year. Sewer revenue 
bonds, not too long ago regarded as 
a new type of financing, now bulk 
large in the total of new issues and 
promise to increase as more indus- 
trial areas are forced to clean up 
stream pollution. Increasing amounts 
of parking revenue bonds and, to a 
lesser extent, airport revenue bonds, 
are finding their way into the market. 

“Privately controlled water com- 
panies are steadily disappearing from 
the scene, their securities being re- 
placed by tax-exempt water revenue 
bonds, and in the state of Washing- 
ton the same thing is happening to 
the electric power properties. The 
success of the Pennsylvania Turn- 
pike is reflected in the increase of 
legislation authorizing toll highways. 
Such financing appeared in 1950 
from New Jersey, Oklahoma and 
Colorado, and other states have plans 
for similar revenue issues.” 

This year’s volume of state and 





municipal financing may face some 
restrictions, due to the importance 
of the armament program, and states 
and municipalities, faced with higher 
operating expenses necessitating high- 
er local taxes, may find the public 
less inclined to underwrite more new 
debt. But at the same time, as Hal- 
sey, Stuart points out, continuing 
high taxes and the prospect of still 
higher federal income taxes, enhance 
the desirability of municipals’ tax- 
exempt feature. Municipals, there- 
fore, face increased demand again 
this year. 

Summing up its forecast for.’51, 
the Halsey, Stuart survey has this to 
say about interest rates: “Even as- 
suming some retrenchment in muni- 
cipal financing, the outlook is that 
substantial amounts of capital securi- 
ties will reach the market. No one can 
tell now what the interest rates will 
be,. but evidence of the supply-de- 
mand equation indicates little in- 
crease, if any. Due to extraordinary 
conditions, the amount of new bor- 
rowing by the government cannot be 
estimated. Rates may be determined 
by such borrowings, and in the event 
of widespread war, the Treasury may 
be expected to establish rates cer- 
tainly no higher than those current.” 

As for government bonds, that 
market was under pressure during 
most of 1950, particularly the latter 
half. As John T. Chippendale, Jr., 
points out in The Commercial and 
Financial Chronicle, higher money 
rates brought about by the monetary 
authorities in the fight against in- 
flation were responsible for lower 
prices of Treasury obligations. A 
new pattern of rates came into being 
in 1950, with short-term yields. be- 
ing pushed up sharply, which in turn 
had an influence upon the yields of 
the longer maturities, he declares. 
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SAM W. CAMPBELL 


has become affiliated with Jamieson 
& Company, Minneapolis, members of 
the New York Stock Exchange and 
other major exchanges. Following 
graduation from University of Min- 
nesota law school in 1927 he engaged 
in private law practice, in 1939 be- 
came special assistant attorney gen- 
eral of Minnesota, and in 1947 joined 
Marquette National Bank of Minne- 
apolis as vice president and trust 
officer. 


“Nonetheless, the 214% rate for 
the most distant government obli- 
gations remained inviolate. The pat- 
tern of yields that evolved under fed- 
eral sponsorship in 1950 was from 
about 1144% to 214%,” this writer 
explains. 

Liquidation of government securi- 
ties in 1950 by non-bank owners, 
mainly the large life insurance com- 
panies and savings banks, was on a 
large scale, the Chronicle goes on. 
“Federal was the only important 
buyer, although at times these pur- 
chases were made in not too sizeable 
amounts and with considerable selec- 
tivity. The funds that were obtained 
from the liquidation of Treasury 
securities were reinvested almost en- 
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tirely in mortgages and other non- 
government obligations. 
“Commercial banks likewise were 
sellers of governments, although in 
more moderate amounts. These 
monies were used principally for 
loans, which advanced very sharply 
last year. Fear of larger reserve re- 
quirements hung heavily over the 
government market because of the 
up-trend in loans. The colossal ‘flop’ 


of the September-October refunding 
by the Treasury was one of the out- 
standing events in the money mar- 
kets in 1950. 

“Higher money rates, the last- 
minute announcement of increase in 
reserve requirements, a minor 
lengthening of maturities, and the re- 
appearance of the 134s were among 
the important developments affecting 
the eligible taxable list.” END 


10 WAYS 
To Worry Less 
And Accomplish More 


1. Don’t think of problems as dif- 
ficulties; think of them as opportuni- 
ties for action. 

2. After you’ve done your best to 
deal with a situation, avoid specu- 
lating on the outcome. Forget it and 
go on to the next thing. 

3. Keep busy. Keep the 24 hours 
of your day filled with these three 
ingredients: work, recreation, sleep. 
Don’t allow yourself time for ab- 
stract thinking. 

4. Don’t concern yourself with 
things you can’t do anything about. 
Armchair generals don’t win battles, 
but they do have nervous break- 
downs. 

5. For the time being, anyway, 
eliminate day-dreaming completely. 
Stop building air castles. 

6. Don’t procrastinate. Putting off 
an unpleasant task until tomorrow 
simply gives you more time for your 
imagination to make a mountain out 
of a possible molehill, more time for 
anxiety to sap your self-confidence. 
Do it now, brother, do it now! 


7. Don’t pour out your woes and 
anxieties to other people. You don’t 
want their sympathy — it’l] merely 
make it easy for you to feel sorrier 
for yourself. 

8. Get up as soon as you wake up. 
If you lie in bed, you may use up as 
much nervous energy living your day 
in advance as you would in actual 
accomplishment of the day’s work. 

9. Try to arrange your schedule 
so that you will not have to hurry. 
Hurry, a blood-brother of Worry, 
helps shatter poise and _ self - con- 
fidence, contributes to fear and 
anxiety. 

10. Ifaprojectseemstoo big, break 
it up into simple steps of action. 
Then negotiate those steps like rungs 
in a ladder — one at a time. And 
don’t allow yourself to think about 
the difficulties of Step Number 2 
until you’ve executed Step Number 1. 


+ 
All the Constitution guarantees is 


the pursuit of happiness. You have 
to catch up with it yourself. 
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price: $5, tax ”. He climbs sleepily o Fansite ( Sit price: $195, annual 


ween eee OT © ee ow ed ee hl me 
personal property tax, 75 biiue¥: walks across the floor and switches on the light » ( - 


17 cents tax on his $5 monthly bill). eae 


To music from a bedroom radio ( $=4 aH price: $30, tax $3), Joe shaves with his electric 


(see sic razor. He — across his chin a handful of s shaving lotion x 1 OF price: $1.30, 


ones 
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He’s just in time to snatch two slices of bread from the electric toaster ( 4 tea price: $16, 


tax $1.60), lift his coffee from the gas stove ( we! 
price: $250, tax $25). He plants a quick kiss on his 


price: $190, tax $19) and grab a glass 


of juice from the refrigerator ( 


as 
he 


marriage license, $2), Bets-iito his car ( lav price: $1,800, tax $105) 
se, $8? wheel tax, $4; personal tax, $39) 





wife ( = 


and drives ( 





to work. 





. 
Joe lights a cigarette ( Be \ price per pack: 9 cents, Federal tax 7 cents, State tax 3 cents) 
"al oT laa 
with a match (/ ae tax 54 cents per 1,000). He stops to - wise ( ‘ < 


State and Federal taxes, 5! cents per gallon). 

At work, Joe sighs (no tax) and settles down to his job (annual income #3,( 000, ‘ecb income 
tax $247, social security tax paid by employee $45, and by employer $45).” if he works hard for the | 
rest of his life, he may be able to save enough to provide the government with a slice of inheritance | 


~~ — a wa 


tax. And if he dies in the right state, he can take comfort in the fact that his casket (Gar). | 


provided it costs less than $100, will be exempt from any sales tax. | 





' Sponiing of Sane os es 


THE INDEPENDENT BANKER is in- 
debted to No Protest, staff publica- 
tion of State-Planters Bank & Trust 
Company, Richmond, Virginia, for 
this searching analysis of the tax 
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maze staring John Q. Public square 
in the face. And, like the editorial 
staff of that publication, THe INDE- 
PENDENT BANKER assumes no respon- 
sibility for the rises in taxes and 


prices since this article was filched 
from whoever originated it, or for 
inaccuracies therein, or for dif- 
ferences in taxes and prices between 
the various states. END 
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TAX LETTER 


by J. GEORGE ZIMMERMAN, CPA 


Editor, Tax Department 





‘In the December issue this depart- 
ment was hopeful that sufficient op- 
position would develop to defeat 
passage of an excess profits tax bill 
by Congress. Such opposition did 
develop, and it appeared for a time 
that it might be successful. 

Unfortunately, we (as well as the 
Administration) had not taken into 
account the effect of action by the 
Chinese communists in Korea. The 
speed with which Congress subse- 
quently enacted an excess profits tax 
is indicative of the present jittery 
state of world affairs. The aggressive 
action of the Chinese communists has 
not made an excess profits tax more 
equitable; it has merely made it 
more politically expedient. 

We have spent considerable time 
reviewing the provisions of the new 
bill. At this time there is. little ex- 
planatory material available. While 
the report of the House ways and 
means committee contains an exten- 
sive explanation of its bill, many 
changes were made by the Senate 
and by the conference committee. The 
difficulty of attempting to interpret 
the act itself may be illustrated by 
quoting at random from a section of 


the bill: 


“Section 435 (f) — Capital addi- 
tions in base period. 

“(1) Definition of yearly base 
period capital. For the purposes of 
this sub-section, the yearly base per- 
iod capital for any taxable year shall 
be the sum of the equity capital (as 
defined in Section 437 (c) ) at the be- 
ginning of such taxable year and an 
amount equal to 75 percentum of 
the daily borrowed capital (as de- 
fined in Section 439 (b) ) for the first 
day of such taxable year, reduced by 
the sum of — 

“(A) The amount of inadmissable 
assets at the beginning of such tax- 
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able year, determined under Section 
440, minus 25 percentum of the ex- 
cess, if any, of such amount over the 
amount of the equity capital (as de- 
fined in Section 437(c) at the be- 
ginning of such taxable year, 

“(B) 75 percentum of the amount 
of loans to members of a controlled 
group, determined under Paragraph 
(4), and, 

“(C) 75 percentum of the amount 
of the adjustment for interest on 
borrowed capital, determined under 
Paragraph (5)”. 

The exact meaning of many of the 
provisions of this hastily written act 
will not develop until regulations are 
issued by the commissioner, possible 
changes and clarifications made by 
Congress, and ultimately final in- 
terpretation thereof made by _ the 
courts. 

While it is not possible to give a 
comprehensive resume’ of the pro- 
visions of the new Excess Profits 
Tax Act, some salient points stand 
out, and certain recommendations 
can be made: 

1. The tax generally applies to all 
corporations which have previously 
been subject to income tax. It does 
not apply to individuals, partner- 
ships, or estates and trusts. 

2. The tax applies to income earn- 
ed after June 30, 1950. If the corpor- 
ation’s year ends after that date, it 
may be subject to excess profits tax 
for at least a portion of its year. 

3. The tax rate is a flat 30% of 
all income subject to excess profits 
tax. However, the total income and 
excess profits tax cannot exceed 62% 
of the taxable income. 

4. The income subject to excess 
profits tax is determined by adjus- 
ting the income subject to income 
tax to eliminate dividends received, 
capital gains and losses, recoveries 
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of bad debts, etc., and by deducting 
an excess profits credit which repre- 
sents the Congressional measure for 
normal income. 

5. The excess profits credit in gen- 
eral is based on either 85%. of the 
average earnings for the best three 
out of the four years 1946 through 
1949, or on a percentage of invested 
capital (12% on the first $5 mil- 
lion). There are, however, over 12 
different methods for computing the 
excess profits credit. Any corpora- 
tion should make its own computation 
under the various permissable meth- 
ods in order to determine which will 
produce the maximum credit. 


6. All corporations have a mimi- 
mum yearly excess profits credit of 
$25,000. This mimimum credit is in 
lieu of the exceptions granted in the 
previous excess profits tax act. 


7. Due to the substantial changes 
made, the filing date for both in- 
come and excess profits tax returns 
for corporations whose taxable year 
ended after June 30, 1950 and before 
December 31, 1950, has been extend- 
ed to March 15, 1951. Furthermore, 
if a return already has been filed for 
a year ending between these dates, it 
will be disregarded by the Internal 
Revenue Bureau, and must be re- 
placed by a new return by March 15, 
1951. Thus, if a corporation’s fiscal 
year ended on August 31, 1950, the 
income tax return which it had filed . 
on or before November 15, 1950, is’ 
invalid and must be replaced by new - 
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income and excess profits tax returns 
due March 15, 1951. 

8. There are no general relief pro- 
visions similar to those provided by 
Section 722 of the previous excess 
profits tax act. Situations for which 
relief is provided now are specifi- 
cally covered by the optional methods 
of computing the excess profits 
credit. 

The new act is one of the most 
complicated tax structures ever pass- 
ed by Congress. In many ways it is 
more involved than the World War 
II act. Do not attempt to short-cut 
the determination of your excess pro- 
fits credit. One of the alternative 
methods may produce a greater cre- 
dit than that obtained under the 
general rules. Thorough analysis 
also should be made of the income in 
the base period years. 

The new act differs from the 
World War II act in the method of 
assessment and collection of the tax, 
in that it considers the excess profits 
tax as in reality an additional income 
tax. Do not, however, fail to file ex- 
cess profits tax returns, even though 
your own computations may reveal 
that your excess profits credit exceeds 
the excess profits net income so that 
no tax is due. During World War II 
many corporations, having deter- 
mined to their own satisfaction that 
no excess profits tax was due, failed 
to file-excess profits tax returns. Some 
of these corporations discovered, on 
examination of their returns, that 
not only were they subject to excess 
profits tax, but also that they had in- 
curred an additional 25% penalty 
for having failed to file excess profits 
tax return. The change in character 
of the new tax may eliminate the 
danger, but to be safe, file an excess 
profits tax return regardless of the 
fact that it may show no tax lia- 
bility. 

With the increase in corporate tax 
rates, comes a corresponding increase 
in the premium for accurate deter- 
mination of tax liability after use of 
all legitimate means of tax avoid- 
ance, END 


Japanese women are engaged in 
virtually all major industries, with 
5,500,000 such workers in non-agri- 
cultural employment. 
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Blairstown, New Jersey — Half a 
century of faithful community ser- 
vice was completed recently, and an- 
other half-century well begun, by the 
First National Bank of Blairstown. 
Through the years the institution has 
sought, by constant improvement of 
its services and facilities, to be a good 
neighbor, to keep pace with the 
growth and development of the com- 
munity, and to contribute to its pro- 
gress. One of its charter directors is 
still living—Ford Staples, business- 
man at Hackettstown. First president 
was the late William C. Howell. D. 
M. Cook was cashier. From the begin- 
ning, the bank’s personnel has un- 
dergone unusually few changes. 
Senator Theodore B. Dawes now is 
president, and his son, Theodore W. 
Dawes, executive vice president; 
Norman E. Craig, cashier; Samuel 
D. Mitchell, assistant cashier. Round- 
ing Out the staff are Mrs. Lester 
Shotwell and Doris Huff. 

xk 

Lake Worth, Florida — Believed 
to be the first sidewalk teller’s win- 
dow in this state is the new installa- 
tion at the First National Bank here. 
President Roy E. Garnett explains 
that the city has exchanged four 
parking areas on J Street at the 
bank’s east entrance for the east half 
of the bank parking lot on Lucerne 
Avenue. Parking meters have been 
installed, providing for two hours’ 
parking for 5c, and 10 hours for 25c. 
The meters will be covered during 
banking hours. Patrons may park 
in these spaces and make deposits or 
cash checks at the sidewalk window. 
First user of the new facility was 
Mayor M. C. Baker, while City 
Manager Frank Clark looked on. 

x** 

Menomonie, Wisconsin—In March 
the Kraft State Bank will observe its 
37th anniversary. Independent from 
the beginning in 1914, the bank has 
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grown and expanded its services to 
its present position of serving hun- 
dreds of farmers, businessmen and 
women, and other folks in. the com- 
munity. William R. Kraft, loan 
officer, says, “It is the constant pur- 
pose and aim of the Kraft State 
Bank to give a personalized service, 
and every thought is given to improv- 
ing service and facilities to best ac- 
comodate our customers and friends.” 
William F. Kraft, president and one 
of the founders, is rounding out 58 
years in business. He was an indepen- 
dent businessman here for 21 years 
before organizing the bank, is widely 
known throughout Dunn county and 
adjoining area, is a staunch believer 


ROBERT J. LIEN 
recently was elected auditor by Rich- 
field State Bank, Richfield, Minnesota. 
Mr. Lien was born in 1923 at Cotton- 
wood, Minnesota, gained his first 
banking experience there with Em- 
pire State Bank in 1941-43, following 
graduation from high school. He 
served in the Navy in 1943-46, then 
returned to the bank, became assis- 
tant cashier in 1947, joined the Rich- 
field bank in March 1949, 





in individual enterprise and in the 
fact that “he who works hardest 
usually has the best luck”. His hob- 
by for the past 15 years has been 
farming; he operates several dairy 
farms, in addition to his banking 
duties. 
xx 

Berne, Indiana — For the first 
time, the First Bank of Berne offered 
Christmas Club deposits on Decem- 
ber 1. . . . The bank has been granted 
permission by the board of gover- 
nors of the Federal Reserve System 
to exercise fiduciary powers, which 
of course it already held under its 
state bank charter. Accordingly, it 
has entered into such business as the 
settling of estates, accepting appoint- 
ment as executor, administrator, 
guardian, etc. .. . Howard E. Baum- 
gartner, son of President E. W. 
Baumgartner, has opened a law office 
in the bank building. He graduated 
from Indiana University law school 
last June with the degree of doctor 
of jurisprudence, also holds a B.S. 
degree from the same university. 

kkk 

Dallas, Texas — Stanley Marcus, 
at 45 the newly-elected president of 
this city’s world-famous specialty 
store, Neiman-Marcus, is a member 
of the board of directors of Republic 
National Bank of Dallas. In his new 
store post he succeeds his father, Her- 
bert Marcus, Sr., founder of the store, 
who died suddenly of a heart attack 
on December 11. Considered one of 
the more progressive spokesmen for 
American retailing, Stanley Marcus 
is the author of such pointed state- 
ments as “one of the greatest weak- 
nesses in our economy is economic 
illiteracy”. Recently he asserted that 
World War II should have taught 
businessmen that a better under- 
standing of national interests is 
necessary, and urged “powerful pro- 
tection of consumer interests”. 
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Chicago, Illinois — Gene W. Bran- 
don has been appointed assistant 
trust officer of LaSalle National Bank, 
and C. Ronald Fairs has been named 
assistant cashier. The former, who 
attended University of Chicago, has 
been in the bank’s trust department 
since 1929. Mr. Fairs, graduate of 
Cornell University, joined the bank 
early last year as investment analyst, 
after 15 years’ service with Manu- 
facturers Trust Company of New 
York. 

x*e* 

Salida, Colorado — First National 
Bank is putting in an all directional 
glass brick front to improve the ap- 
pearance of the building and afford 
better light for the interior. 

xk 


Conrad, Montana — Evidence that 
Santa Claus’ popularity among his 
youthful pals in Conrad and Pondera 
county, hasn’t slipped a whit, was 
apparent here when he strolled down 
Main Street shortly before Christmas 
and treated an army of kids in his 
wake. His visit was sponsored by 
the Farmers State Bank. Candy was 
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L. C. DORWEILER 
is Minnesota’s executive councilman 
in the Independent Bankers Associa- 
tion. He is president of Chokio State 
Bank, Chokio. 


distributed to 1,025 youngsters, some 
200 more than a year ago. 
xk 

Mound City, Missouri — The five- 
day week became a reality for the 
banks of Holt county with the begin- 
ning of the new year. Cashier S. C. 
McCormack, Jr. of the Exchange 
Bank, Mound City, points out that 
the Saturday closing adopted last 
November by the Federal Reserve 
Bank of Kansas City and the member 
banks of the clearinghouse associa- 
tions in Kansas City and St. Joseph, 
made the new policy necessary. Bus- 
iness hours are 9 a.m. to 12 noon 
and 1 p.m. to 3 p.m., Monday 
through Friday, for the Exchange 
Bank and its county neighbors: Bank 
of Craig, Citizens Bank of Oregon, 
Zook & Roecker State Bank of Ore- 
gon, First State Bank of Forest City, 
and Citizens Bank of Fortescue. 

i 

Evansville, Indiana — Walter H. 
Bischoff, assistant vice president of 
the Old National Bank, was guest 
speaker recently before the Posey- 
ville Kiwanis club and the Princeton 
Rotary club. Introducing him at the 
former meeting was Ed J. Mann, 
manager of Farmers Bank & Trust 
Company; at the second meeting he 
was presented by Charles McFet- 
ridge, cashier of the Gibson County 
Bank, program chairman. Using the 





subject, “Looking Ahead With Bank- 
ing”, Mr. Bischoff spoke in this vein 
at both affairs: 


“As a good citizen, the banker's 
interest in community and civic 
affairs cannot be .a passive one. 
Knowing the problems and oppor- 
tunities in his community, he should 
actively participate in their intelli- 
gent solution. It is. important that 
business, government, labor, agri- 
culture and banking cooperate fully 
in the years that lie ahead, working 
for an orderly downward adjustment 
of the general price system, for a 
fair and equitable tax structure in 
both national and local affairs, and 
particularly interested in the effect 
of public spending on the credit of 
our country and our individual com- 
munities. Looking forward, banks 
are determined that the credit and 
financial needs of business — both 
large and small — shall be met by 
the present dual banking system, and 
that it will not be necessary for any 
agency or bureau to enter the bank- 
ing business, either directly or in- 
directly. The present volume of loans 
held by banks is ample evidence that 
the needs of business are not only 
being anticipated, but adequately 
met, by the nation’s banks.” 

kkk 

Glendive, Montana—Capital stock 
of the First National Bank was in- 
creased from $50,000 to $100,000 
by a stock dividend. Here are the new 
figures: capital stock $100,000, sur- 
plus $100,000, reserve $5,000, un- 
divided profits $55,000, for $260,000 
total. Deposits are $4,500,000. Or- 
ganized on December 21, 1903, the 
bank has rendered 47 years’ con- 
tinuous service to eastern Montana, 
says President G. P. Drowley. 

xk 

Kennett, Missouri — More than 
800 persons visited the Cotton Ex- 
change Bank on the occasion of its 
recent 50th anniversary, celebrated 
with “open house” from 4:30 to 
8:30 p.m. There were refreshments, 
gifts, flowers and souvenirs for every- 
one, and two keenly interesting “con- 
tests”, with Savings Bonds as first, 
second and third prizes in each. One 
concerned the oldest account, won 
by Mrs. T. J. Rigdon of Kennett, who 
presented a passbook dated Novem- 
ber 4, 1900 — four days after the 
bank opened for business. The other 
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centered on a 53-inch candle with 
2 5/16-inch diameter: “how long 
will the candle burn before it ex- 
tinguishes itself?” The candle was 
first lighted at 9:00 a. m., November 
29, is put out each day promptly at 
3:00 p. m., relighted next morn- 
ing at 9. Winner won't be known for 
some time, says Cashier Chester E. 
Pearman. 
kk 

Pierre, South Dakota — Final divi- 
dend on certificates of participation 
in the old First National Bank of 
Pierre, was paid recently. That makes 
it 100%. Depositors having checking 
accounts received credit in their ac- 
counts with First National Bank in 
Pierre. Savings or certificate deposi- 
tors are having dividend payments 





R 











The end of the war, after wage and 
price controls were released, was the 
time that Peck’s Bad Boy really 
started to rear his head. Civilian 
production soared, with the conse- 
quent result that manufacturing and 
industrial companies bid for clerical 
help at any price, in order to main- 
tain their records. Within reason, it 
made little difference what these 
companies paid in salaries to clerical 
hire, because it could be passed on 
to the consumer. 


In banks, and particularly in trust 
departments, it became necessary to 
meet this competition in the salary 
scale. It developed that starting 
salaries of young clerks almost 
doubled in the five-year period since 
the termination of the war. Other 
costs also have risen, because in 
operating the trust department it is 
necessary to have supplies and equip- 
ment, and therefore the trust depart- 
ment is also a consumer. 

Every increase in the cost of liv- 
ing finally resulted in another’ in- 
crease in the salaries of bank clerks. 
In the trust field, many cherish the 
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adjusted whenever they find it con- 
vient to call at the bank office. Trus- 
tees are L. F. Pfotenhauer and F. R. 
Fackelman. 
xk 

Butte, Montana — John E. Cor- 
ette, Jr. has been appointed director 
of the Helena Branch of the Federal 
Reserve Bank of Minneapolis for a 
two-year term beginning January 1, 
1951. Previously he had been named 
to fill out the unexpired term of Dr. 
McCain. 


kk 

Chatfield, Minnesota — George A. 
Haven, Jr., elder son of President 
G. A. Haven of the Root River State 
Bank, was wounded in battle in north 
Korea. In an advance reconnaissance 
party among the first to meet the 
Red Chinese in battle, he suffered the 


loss of sight in one eye and other 
head injuries, was flown out by heli- 
copter, now is recovering at Brooke 
Army Hospital, Fort Sam Houston, 


Texas. 
xkkwk 


Tron Mountain, Michigan. — Re- 
appointed deputy chairman of the 
board of the Federal Reserve Bank 
of Minneapolis is W. D. Cochran of 
Iron Mountain. 

xk 

Kennett, Missouri — Tri-County 
Bankers Association, consisting of 
banks in Dunklin, Pemiscot and New 
Madrid counties, staged its quarterly 
meeting here. Delegates adjourned 
in time to visit the Cotton Exchange 
Bank here and inspect its completely 
remodeled quarters and new equip- 
ment. END 


-++* Increased Service Charges 


for Dwindling Earnings 


The accompanying remarks were 
part of an address delivered by 
William J. Weig, second vice presi- 
dent of Guaranty Trust Company 
of New York, at the annual Mid- 
Continent Trust Conference of the 
American Bankers Association, in 
St. Louis recently. 


tradition that fees for our services 
should not fluctuate with the rise or 
fall in cost of doing business. The 
result is that many trust departments 
today are operating at substantial 
losses. Unsuspecting trust officers 
and bank managers do not realize 
this condition because they do not 
have available the results produced 
by a good cost accounting system. 
In the personal trust division, many 
fees are based on income. Because 
of the deficit financing by the govern- 
ment, it has become its policy to 
hold in check any increase in inter- 
est rates. In consequence of this pub- 
lic policy, income in many trust 
accounts, particularly those restrict- 
ed to bond investments, have been 
reduced. Inasmuch as the fees charg- 


ed have remained the same, the 
earnings of the trust department have 
been reduced. 

With income in trust accounts de- 
creasing, grantors and beneficiaries 
inquired of the trustees how earn- 
ings could be increased. The natural 
conclusion in most instances was the 
selection of equity securities. During 
the last 10 years, practically every 
trust or estate gives discretionary 
power to the fiduciary in the selection 
of investments. 


There is no doubt that stocks as a 
class are very much more expensive 
to service than investments in bonds. 
Whereas funded indebtedness. of 
Class A corporations can be pur- 
chased for maturity date and yield, 
and held with little servicing, the 
stocks of those very same corpora- 
tions cannot be purchased and held 
for indefinite periods without re- 
viewing the earnings and financial 
condition of the corporations. 

Many trust department executives 
have jumped to the conclusion that 
the common trust fund is the solu- 
tion, but let me say that it is only 
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part of the solution. Estimates by 
some persons that large savings are 
possible by the use of the common 
trust fund have as yet not been 
proved. In fact, without a good cost 
accounting system, no one can prove 
the actual savings by the use of a 
common trust fund. 


The so-called social revolution 
which has taken place during the 
last decade or more is another very 
important factor in the increased 
costs of operating. The wage-and- 
hour law, which provides for mim- 
imum pay and overtime payments 
for hours worked over 40 a week, 
has had a tremendous effect on the 
cost of operating banks. I do not in- 
tend to convey the impression that 
I am opposed to minimum wages and 
overtime payments, but it must be 
recognized for the result it produces 
— that is, higher costs of operating, 
and therefore, lower profits or lar- 
ger losses. 

Not alone have we been subject to 
higher salary costs by reason of the 
wage-and-hour law and a_ higher 
wage scale, but we are also feeling 
the effect of the other side of the 
pincer, namely, lower productivity 
of clerks. Again I say that I do not 
wish anyone to be overworked, for 
the Lord knows that in my day it 
was common for a bank clerk to 
work 60 to 65 hours a week without 
overtime pay, simply because the 
job spelled security. But we must 
not overlook the fact that such con- 
ditions result in an increase in the 
cost of operating almost equal to 
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the higher salaries being paid to 
present-day clerks. 

In the opinion of most, if not all, 
of the sound-thinking leaders of our 
country, we will remain in an in- 
flationary condition for many years 
to come. In fact, I have heard it 
said that we will be in a war economy 
during the remaining lifetime of our 
present generation. 

With such stark predictions star- 
ing us in the face, how can we sit 
idly by and not find out what it 
costs us to furnish trust services? 
Furthermore, we must determine 
where and how much our costs are 
increasing the most and the fastest, 
so that we may take such steps to 
correct our situation as prudence 
would dictate. 

A good cost accounting system 
properly applied and correctly in- 
terpreted will indicate to a man of 
good judgment the spots in the or- 
ganization in which _ remedial 
measures are necessary. It is only in 
late years that we have heard the 
cry of banks for mechanization and 
more mechanization. Such a change 
in organization oftentimes is a par- 
tial answer to our problem of rising 
costs with diminishing profits, but 
it alone is not the full answer. In- 
creased charges for our services 
must also be a part of the remedy 
for dwindling earnings. 

Now again the cost of living has 
risen, particularly since the outbreak 
of hostilities in Korea. 

Can we sit idly by and ignore the 
economic pressure on our employees 
in the face of rising wages and sal- 
aries in companies having labor 
unions? 


I would say that we cannot ignore 
this pressure very long, if for no 
other reason than self-preservation, 
not to mention one of our primary 
responsibilities of equity and liber- 
ality toward our employees. 


The increasing scale of wages in 
industry is resulting in increased 
costs of equipment. Therefore, when 
we consider mechanization, we are 
faced with higher costs for the ma- 
chinery necessary to mechanize. In 
the larger banks this can become a 
sizeable factor in determining 
whether some procedure should be 
changed over from manual to ma- 
chine operation. END 
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Whose Wars 7 


The world conflagration that is shaping up 
threatens the personal freedom and rights of every 
American. It should be expected that every American 
enterprise will share on an equitable basis the cost of 
defending those rights. 

But it doesn’t work out that way. 

When it comes to paying defense costs, we find 
that about two-thirds of the nation’s business assets and 
earnings are taxed for the costs. The other third, with 
just as much at stake, is permitted to dodge its share 
of defense costs. 

In 1916, cooperatives were granted their tax- 
exempt status when they were merely small groups of 
neighboring farmers trying to get a better return for 
their crops. Congress took a generous view of such 
farmer activities, along with a liberal tax view toward 
labor unions and charitable, religious and educational 
institutions. This all was before the planners hit upon the 
idea of taking billions of dollars out of the pockets of 
average Americans to guarantee high selling prices to 
farm owners and operators. 

We have no quarrel with the 1916 Congress. The 
concession granted then was only moderate, the federal 
tax rate being 1%. Today, however, the rate is 38%. 
Many co-ops are monster corporations performing multi- 
million-dollar transactions in privileged competition with 
taxpaying businessmen. 

For instance, one of the so-called farmer co-ops 
in California did a $300 million business last year. It 
markets oranges and 85% of America’s lemons. The 
biggest sugar refinery in the world is operated by an- 
other “farmers’ cooperative” which makes millions of 
dollars in profits but hasn’t paid a federal income tax 
since 1927. At that time it changed its corporate structure 
to a tax-free status, though it remained a corporation 
with many of the same stockholders. Independent oil 
jobbers in the Midwest are finding survival most difficult 
in the face of a great upsurge of tax-free co-ops which 
are able to pay hundreds of millions of dollars to buy 
up oil wells, pipelines and refineries. One single co-op 
owns 805 wells. 

Co-ops run huge chemical plants, phosphate 
mines, mass-production factories. They handle 75% of 
the nation’s fluid milk. They operate vast feed mills 
and the biggest grain elevators in America. 

Today at least a dozen co-ops would have to pay 
the Treasury an average of a million dollars each year if 
they were taxed on the same basis as their competitors. 
Yet, this is only part of the evil picture. 

The 1916 lawmakers did not foresee that labor 
unions would branch out into commercial enterprises 
having no connection with their union needs. The income 
from union-owned property is gloriously free from 
taxation. Giant super-markets in union towns across the 
country are planned. CIO’s United Automobile Workers 
already have a dozen co-op stores in the Detroit area, 
selling groceries, appliances, clothing, etc. Their an- 
nounced aim is to capture 50% of all local retail trade. 

The charitable trust exemption provides conve- 
nient and legal tax-dodging of the first order. After 
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studying some of the thousands of new “foundations” 
and “charity trusts” that have sprung up in recent years, 
the Russell Sage Foundation, a conscientious organi- 
zation, reported: “A disturbing number of such * * * 
appear to have no headquarters other than the office -of 
a law firm, to be modest to the point of complete 
silence about any program for social or public welfare, 
and indeed, to be making no present contributions from 
their accumulated and accumulating wealth.” 

If you own a huge farm of many thousands of 
acres, and you are receiving millions in government 
farm loans and making nice profits, thank you, but 
you hate giving any of this money back to the public 
treasury, don’t fret. Simply incorporate a charity trust 
with your lawyer as president and treasurer. Then sell 
your huge enterprise to this trust. Continue to run your 
establishment at a nice salary. Your farm and your 
trust now are free from the annoying expense of federal 
taxation. Let someone else pay for governmental and 
defense costs. 

Does this sound fantastic? Not at all. It has been 
done, and continues to be done freely and legally, under 
the archaic tax laws. 

The full responsibility for this tragic and un- 
Democratic travesty rests with the nation’s lawmakers 
themselves. Only Congress can wipe out these inequities. 
Now, more than ever, it is vital that Congress tap this 
flourishing tax source and end this outright injustice. 








xk 


Postmaster George W. McIntyre of Grafton, 
North Dakota, recently received a letter which puzzled 
him. It was addressed to the “Chief of the communist 
Party” in Grafton. He studied it for several days, then 
returned it to the sender, Richard Rolnick of Pfaffen- 
hofen, Germany, with this note: “We have a little ring 
rot in the potatoes, the snow is up to our belts, the water 
up to our necks, and . . . we expect a mild infestation 
of grasshoppers. But, thank Heaven, we have been 
unable to find a communist.” 


x 4% 


Industry Sets Fine Example 


By its actions, American industry is setting an 
example that is heart-warming to those of us who love 
this way of life. 

Unafraid as only those who feel they are right 
can be unafraid, industry, speaking through the National 
Association of Manufacturers, says that in this “garrison- 
state” era upon which we are entering, there is no need 
for nationwide “no-strike” pacts. Industry is willing 
to rely on good-faith collective bargaining with free 
labor to help achieve the maximum production so vital 
to our defense. 

We can all join industry in seeking such major 


Page Thirty-one 





objectives as preserving the individual freedoms and 
incentives which make our economy strong and produc- 


tive, and to prevent the dollar from suffering further’ 


depreciation in value. 
xk 
Newspapers the other day quoted Queen Juliana 
of The Netherlands in a speech in London: “Big is 
reflected in small as big; small is reflected in big as 
small, and in that lies their bond and mutual apprecia- 
tion; as big is not big without small, and small is not 
small without big; and in their interconnection they 
oer a profusion of possibility.” 
What was that again, Queen? 
x*kk 
By talking to housewives all over the United 
States, the Gallup Poll takers came up with the statement 
that almost half (46%) of the women who were ques- 
tioned said they liked to do housework, and that 34% 
said they got “a fair amount” of satisfaction out of it. 
(Question from the gallery: But what do they tell their 
husbands ? ) 
xk 
Described as “alarming” are statistics showing 
that in a typical county of New York state, 44% of 
automobile dealers, 28% of bankers and doctors, and 
38% of real estate dealers failed to vote in the 1949 





elections. Forty-four percent of the members of the 
Junior Chamber of Commerce of Syracuse failed to 
vote! 


kkk 
Socialist England will have to do some pretty 
fast thinking to catch up with the inventive ability of free 
Americans. For instance, the British Patent Office, 
celebrating its 500th anniversary in 1950, has issued 
only 1,500,000 patents since its founding — while the 
United States Patent Office, only 160 years old, has 
issued more than 2,500,000. 
xk * 
The real strength of a steel and concrete structure 
lies in the hands of the men who build it. 
xk 
More and more women are becoming partners in 
American industry. So many women are interested in 
using their savings to buy shares in our corporations 
that women’s clubs all over the country are giving 
lecture courses to help their members make wise invest- 
ments. The thousands of shares being purchased by these 
small investors is the best answer to apple-knockers that 
the business of America is owned by a few rich families. 
kkk 
Some folks never handle the truth without 
scratching it. 


<4. 




















A farmer’s barn burned down, and 
the insurance agent explained that 
the policy provided for a new barn 
rather than cash. 

The farmer exploded: “If that’s the 
way your goldarned company does 
business, just cancel the insurance 
on my wife!” 

xk 

Lady (at party): “Where’s that 
pretty maid who was passing cock- 
tails a while ago?” 

Hostess: “Oh, are you looking for 
a drink?” 

Lady: “No, I’m looking for my 
husband”. 

x kk. 

City man: “I want to get back to 
New York on as late a train as 
possible.” 

Ticket agent: “Well, the 10:55 
generally is as late as any of ’em.” 
xk k 

Man to psychiatrist: “My wife has 
developed an inferiority complex. 
What can I do to keep her that way ?” 
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Have You 


\ Heard These? 


Golf Pro: “Just go through the 
motions without hitting the ball.” 

Dub: “Heck! That’s precisely the 
trouble I’m trying to overcome!” 

xk 

Sign seen on the rear of a truck: 
“If I stop before you do, take your 
smashed radiator to Mike Barnett’s 
Repair Shop.” 

kkk 

Mark Twain was called upon to 
speak at a club meeting, and took 
for his subject, “Honesty”. 

He said that when he was a boy, 
one day he saw a cart of melons. 
Being but a boy, and liking melons, 
he was tempted. 

“I sneaked up to the cart,” said 
Mark, “and stole a melon. I went 
into the alley to eat it, but no sooner 
set my teeth into it than I paused, 
a strange feeling having come over 
me. | came to a quick conclusion: 
firmly I walked up to that cart, re- 
placed the melon and — took a 
ripe one.” 


It was a dark alley in one of the 
worst parts of town. Three men were 
waiting. One of them pulled a slouch- 
hat down over his eyes and said, 
“D’ya see him?” 

Another took a quick peek around 
the corner. “Yes, here he comes!” 
he hissed. 

The man with the slouch-hat pick- 
ed up a short, thick section of pipe. 
Another took a heavy wrench, and 
the third grabbed a smaller wrench, 
effective for working in close quart- 
ers. 

“All right, let’s go!” one whis- 
pered. 

And thus, when the boss reached 
the corner, he found his three plumb- 
ers at work. 


kkk 


The teacher was testing the power 
of observation of her class. Slapping 
a half-dollar on the desk, she asked 
sharply, “What is that?” Instantly, 
a voice from the back row called, 
“Tails!” 

sp ee 

Churchgoer: “Why did you stop 
singing in the choir?” ; 

Ex-baritone: “Well, one Sunday I 
was ill and didn’t sing, and a lot of 


people in the congregation asked if 
the organ had been fixed!” 
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Ox: year ago today we 
were proud to serve 220 Upper 
Midwest Independent Bankers. 

Starting "51 our independent corre- 
spondent bank family has grown to 251 
“Cornerstones of Community Progress.” 

Now every community in the United 
States is faced with decisions demanding im- 
mediate, intelligent action . . . decisions that are 
in the best interests of our American way of life. 

Our Free Enterprise System is being challenged by 
communism which disdains and disregards truth and 
freedom of the individual. 

America isa free nation of individual communities— 
each one served by friendly Independent Bankers 
who fully realize the importance of: their civic 
and community obligations. They are also keenly 
aware of the importance of collective National 
security and independence. 

The Marquette National Bank commends 
the Independent Banker and his assumed 
objective of perpetuating the American 
way of life and, with it, the inde- 
pendent dual banking system. 


DEPARTMENT OF BANKS AND BANKERS 


Charles C. Rieger 


Russell L. Stotesbery Vice President 


President -. We Otto H. Preus 
Assistant Vice President 


Lynn Fuller i | 
Executive Vice President : RS ne Il STRONG FRIEND OF 
THE INDEPENDENT BANKER 
fe en ee cE wee eee EN a 


MEMBER FEDERAL DEPOSIT 
INSURANCE CORPORATION 











